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WAR-RISK INSURANCE. 



TUESDAY, SEPTEMBER 18, 1917. 

United States Senate, 

Subcommittee on Finance, • 

Washington^ D, C. 

The subcommittee met at 11 o'clock a. m., pursuant to call, in the 
Education and Labor Committee room, Capitol, Senator John Sharp 
Williams presiding. 

Present: Senators Williams (chairman), Smith of Georgia, and 
Smoot. 

The committee proceeded to the consideration of the bill (H. R. 
5723) "An act to amend an act entitled 'An act to authorize the 
establishment of a Bureau of War-Eisk Insurance in the Treasury 
Department,' approved September 2, 1914, and for other purposes," 
as follows: 

« 

an act To amend an act entitled "An act to authorize the establishment of a Bureau of 
War-Risk Insurance in the Treasury Department," approved September second, nineteen 
hundred and fourteen, and for other purposes. 

Be it enacted hy the Senate and House of Representatives of the United 
States of America in Congress assemhled, That the first section of the act en- 
titled "An act to authorize the establishment of a Bureau of War-Risk Insur- 
ance in the Treasury Department," approved September second, nineteen hun- 
dred and fourteen, as amended, is hereby amended to read as follows: 

"Aeticle I. 

" Skction 1. That there is established in the Treasury Department a bureau , 
to be known as the Bureau of War-Risk Insurance, the director of which shall 
receive a salary at the rate of $5,000 per annum. 

*' That there be in such bureau a division of marine and seamen's insurance 
and a division of military and naval insurance in charge of a commissioner of 
marine and seamen's Insurance and a commissioner of military and naval 
insurance, respectively, each of whom shall receive a salary of $4,000 per 
annum." 

Sec. 2. That such act of September second, nineteen hundred and fourteen, 
as amended, is hereby amended by adding new sections, as follows : 

" Sec. 12. That sections two to nine, inclusive, shall be construed to refer 
only to the division of marine and seamen's insurance. 

"Sec. 13. That the director, subject to the general direction of the Secretary 
of the Treasury, shall administer, execute, and enforce the provisions of this 
act, and for that purpose have full power and authority to make rules and 
regulations, not inconsistent with the provisions of this act, necessary or ap- 
propriate to carry out its purposes, and shall decide all questions arising under 
the act, except as otherwise provided in sections five and four hundred and five. 
Wherever under any provision or provisions of the act regulations are directed 
or authorized to be made, such regulations, unless the context otherwise re- 
quires, shall or may be made by the director, subject to the general direction 
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of the Secretary of the Treasury. The director shall adopt reasonable and 
proper rules to govern the procedure of the divisions, to regulate the matter 
of the compensation, if any, to be paid to claim agents and attorneys for serv- 
ices in connection with any of the matters provided for in Articles II, III, 
and IV, and to regulate and provide for the nature and extent of the proofs 
and evidence and the method of taking and furnishing the same in order to 
establish the right to benefits of allowance, allotment, compensation, or in- 
surance provided for in this act, the forms of application of those claiming to 
be entitled to such benefits, the method of making investigations and medical 
examinations, and the manner and form of adjudications and awards. 

" Sec. 14. That the bureau and its divisions shall have such deputies, assist- 
ants, actuaries, clerks, and other employees as may be from time to time pro- 
vided by Congress. The bureau shall, so far as practicable, by arrangement 
with the Secretary of War and the Secretary of the Navy respectively, make 
use of the services of surgeons in the Army and Navy. The Secretary of the 
Treasury is authorized to establish an advisory board Consisting of three mem- 
bers skilled in the practice of insurance against death or disability for the 
purpose of assisting the division of military and naval insurance in fixing 
premium rates and in the adjustment of claims for losses under the contracts 
of insurance provided for in article four and in adjusting claims for compensa- 
tion under article three; compensation for the persons so appointed to be de- 
termined by the Secretary of the Treasury, but not to exceed $20 a day each 
while actually employed. 

" Sec. 15. That for the purposes of this act the director, commissioners, and 
deputy commissioners shall have power to issue subpoenas for and compel the 
attendance of witnesses within a radius of one hundred miles, to require the 
production of books, papers, documents, and other evidence, to administer 
oaths, and to examine witnesses upon any matter within the jurisdiction of the 
bureau. The director may obtain such information and such reports from 
officials and employees of the departments of the Government of the United 
States and of the States as may be agreed upon by the heads of the respective 
departments. In case of disobedience to a subpoena the bureau may invoke the 
the aid of any district court of the United States in requiring the attendance 
and testimony of witnesses and the production of documentary evidence, and 
such court, within the jurisdiction of which the inquiry is carried on, may, in 
case of contumacy or refusal to obey a subpoena issued to any officer, agent, or 
employee of any corporation or other person, Issue an order requiring such 
corporation or other person to appear before the bureau, or to give evidence 
touching the matter in question; and any failure to obey such order of the 
court may be punished by such court as a contempt thereof. Any person so 
required to attend as a witness shall be allowed and paid the same fees and 
mileage as are paid witnesses in the district courts of the United States. 

" Sec. 16. That the director shall submit annually to the Secretary of the 
Treasury estimates of the appropriations necessary for the work of the bureau. 

" Sec. 17. That for the purpose of carrying out the provisions of this act 
there is hereby appropriated, out of any moneys in the Treasury not otherwise 
appropriated, the sum of $100,000, for the payment of all expenses incident to 
the work authorized under this act, including salaries of the director and com- 
missioners and of such deputies, assistants, accountants, experts, clerks, and 
other employees in the District of Columbia or elsewhere, as the Secretary of 
the Treasury may deem necessary, traveling expenses, rent and equipment of 
offices, typewriters and exchange of same, purchase of law books and books of 
reference, printing and binding to be done at the Government Printing Office, 
and all other necessary expenses. With the exception of the director, the com- 
missioners, and such special experts as the Secretary of the Treasury may from 
time to time find necessary for the conduct of the work of the bureau, all 
employees of the bureau shall be appointed from lists of eligibles to be supplied 
by the Civil Service Commission and in accordance with the civil-service law. 

" Sec. 18. That there is hereby appropriated from any money in the Treasury 
not otherwise appropriated the sum of $141,000,000, to be known as the military 
and naval family allowance appropriation, for the payment of the family allow- 
ances provided by Article II. Payments out of this appropriation shall be 
made upon and in accordance with awards by the commissioner of the divisipn 
of military and naval insurance. 

" Sec. 19. That there Is hereby appropriated, from any money in the Treasury 
not otherwise appropriated, the sum of $12,150,000, to be known as the military 
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and naval compensation appropriation, for the payment of the compensation, 
funeral expenses, services, and supplies provided by Article III. Payments out 
of this appropriation shall be made upon and in accordance with awards by the 
director. 

" Sec. 20. That there is hereby appropriated, from any money in the Treasury 
not otherwise appropriated, the sum of $23,000,000, to be known as the military 
and naval insurance appropriation. All premiums that may be collected for 
the insurance provided by the provisions of Article IV shall be deposited and 
covered into the Treasury to the credit of this appropriation. 

" Such sum, including all premium payments, is hereby made available for 
the payment of the liabilities of the United States incurred under contracts of 
insurance made under the provisions of Article IV. Payments from this 
appropriation shall be made upon and in accordance with awards by the 
director. 

" Sec. 21. That there shall be set aside as a separate fund in the Treasury, 
to be known as the military and naval pay deposit fund, all sums held out of 
pay as provided by section two hundred and three of this act. Such fund, 
including all additions, is hereby made available for the payment of the sums 
so held and deposited, with interest, as provided in section two hundred and 
three, and the amount necessary to pay interest is hereby appropriated, ' 
. " Sec. 22. That for the purpose of this act marriage shall be conclusively 
presumed, in the absence of proof, that there is a legal spouse living, t£ the 
man and woman have lived together in the openly acknowledged relation of 
husband and wife during the two years immediately preceding the date. of tho 
declaration of war, or the date of enlistment or of entrance into or employment 
in active service in the military or naval forces of the United States if subset 
quent to such declaration or during the two years immediately preceding the 
man's death or the beginning of th^ disability." 

In Articles II, III, and IV of this act unless the context otherwise requires-rr 

"(1) The term * child' includes— 

"(a) A legitimate child. 

"(b) A child legally adopted more than six months before the approval of 
this act or enlistment or entrance into or employment in active service in the 
military or naval forces of the United States, whichever of these dates is 
the later. 

"(c) A stepchild if a member of the man's household. 

"(d) An illegitimate child, but as to the father only if acknowledged by him 
or if he has been judicially ordered or decreed to contribute to such child's 
support. 

"(2) The term * grandchild' mean^ a child as above defined of a child as 
above defined; 

"(3) Except as used In the last sentence of subdivision (g) of section three 
hundred and one and in section four hundred and one and in section four 
hundred and two the terms * child ' atid ' grandchild ' are limited to unmarried 
persons either (a) under eighteen years of age or (b) of any age if Incapable 
because of mental or physi<;al infirmity of pursuing any substantially gainful 
occupation. 

"(4) The term * parent ' includes a father, mother, grandfather, grandmother, 
stepfather, and stepmother, either of the person in the service or of the spouse. 

"(5) The terms 'brother' and 'sister' include brothers and sisters of the 
half blood as well as those of the whole blood, stepbrothers and stepsisters, and 
brothers and sisters through adoption. 

"(6) The term 'commissioned officer' Includes a warrant officer, an Army 
field clerk, and a field clerk, Quartermaster Corps, but Includes only an officer in 
active service in the military or naval forces of the United States. 

"(7) The terms *man' and 'enlisted man' mean a person, whether male or 
female, and whether enlisted, enrolled, or drafted Into active service in the 
military or naval forces of the United States, and include noncommissioned and 
petty officers. 

"(8) The term 'enlistment' Includes voluntary enlistment, draft, and en- 
rollment In active service In the military or naval forces of the United States. 

"(9) The term 'commissioner' means the commissioner of military and 
naval insurance. 

(10) The term 'injury' Includes disease. 

(11) The term 'pay ' means the pay for service In the United States accord- 
ing to grade and length of service, excluding all allowances. 
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*• (12) The term * military or naval forces' means the Army, the Navy, the 
Marine Corps, the Coast Guard, the Naval Reserves, the National Naval Volun- 
teers, and any other branch of the United States service while serving pursuant 
to law with the Army or the Navy. 

" Sec. 23. That when, by the terms of this act, any payment is to be made to a 
person mentally incompetent or a minor, such payment shall be made to some 
suitable person, corporation, or association, as may be prescribed by regulations 
for the benefit of the person entitled thereto. 

" Sec. 24. That the Bureau of War-Risk Insurance, so far as praticable, shall 
furnish information to and act for persons in the military or naval service, with 
respect to any contracts of insurance whether with the Government or other- 
wise, as may be prescribed by regulations. Said bureau shall procure from and 
keep a record of the amount and kind of insurance held by every commissioned 
and appointive oflScer and of every enlisted man in the military or naval service 
of the United States, including the name and principal place of business of the 
company, society, or organization in which such insurance is held, the date of 
the policy, amount of premium, name and relationship of the beneficiary, and ^ 

such other data as may be deemed of service in protecting the interests of the 
insured and beneficiaries. 

" Sec. 25. That whoever in any claim for family allowance, compensation, or 
Insurance, or in any document required by this act or by regulation made 
under this act, makes any statement of a material fact knowing it to be false, 
shall be guilty of perjury and shall be punished by a fine of not more than 
$5,000, or by imprisonment for not more than two years, or both. 

" Sec. 26. That if any person entitled to payment of family allowance or 
compensation under this act, whose right to such payment under this act 
ceases upon thfe happening of any contingency, thereafter fraudulently accepts 
any such payment, he shall be punished bx a fine of not more than $2,000, or 
by Imprisonment for not more than one year, or both." 

Abticle II. 

allotments and famllt allowances. 

Sec. 200. That the provisions of this article shall apply to all enlisted men 
in the military or naval forces of the United States. 

Sec. 201. That allotment of pay shall, subject to the conditions, limitations, 
and exceptions hereinafter specified, be compulsory as to wife, a former wife 
divorced who has not remarried, and a child, and voluntary as to any other 
I)erson ; but on the written consent of the wife or former wife divorced, sup- 
ported by evidence satisfactory to the bureau of her ability to support herself 
and the children in her custody, the allotment for her and for such children 
may be waived; and on the enlisted man's application or otherwise for good 
cause shown, exemption from the allotment may be granted upon such con- 
ditions as may be prescribed by regulations. 

The monthly compulsory allotment shall be in an amount equal to the 
family allowance hereinafter specified except that it shall not be more than 
one-half the pay, or less than $15; but for a wife living separate and apart 
under court order or written agreement or for a former wife divorced, it shall 
not exceed the amount specified in the court order or agreement to be paid 
to her. 

If there be an allotment for a wife or child, a former wife divorced and 
who has not remarried shall be entitled to a compulsory allotment only out 
of the difference, if any, between the allotment for the wife or child or both 
and one-half of the pay. 

Sec. 202. That the enlisted man may allot any proportion or proportions 
or any fixed amount or amounts of his monthly pay or of the proportion 
thereof remaining after the compulsory allotment for such purposes and for 
the benefit of such person or persons as he may direct, subject, however, to 
such conditions and limitations as may be prescribed under regulations to 
be made by the Secretary of War and the Secretary of the Navy, respectively. 

Sec. 203. That in case one-half of an enlisted man's monthly pay is not al- 
lotted, regulations to be made by the Secretary of War and the Secretary of 
the Navy, respectively, may require, under such circumj?tances and conditions 
as may be prescribed in such regulation^, that any proportion of such one-half 
pay as is not allotted shall be deposited to his credit, to be held during such 
period of his service as may be prescribed. Such deposits shall bear Interest 
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at the rate of four per centum per annum, with semiannual rests and, when pay- 
able, shall be paid principal and interest to the enlisted man, if living, otherwise 
to any beneficiary or beneficiaries he may have designated, or if there be no such 
beneficiary, then to his next of kin. 

Sec. 204. That a family allowance of not exceeding $50 per month shall be 
granted and paid by the United States upon written application to the bureau 
by such enlisted man or by or on behalf of any prospective beneficiary, in ac- 
cordance with and subject to the conditions, limitations, and exceptions herein- 
after specified. 

The family allowance shall be paid from the time of enlistment to death in 
or one month after discharge from the service, but not for more than one month 
after the termination of the present war emergency. No family allowance shall 
be made for any period preceding declaration of war. The payment shall be 
subject to such regulations as may be prescribed relative to cases of desertion 
and imprisonment and of missing men. 

Subject to the conditions, limitations, and exceptions hereinabove and here- 
inafter specified, the family allowance payable per month shall be as follows : 

Class A. In the case of a man, to his wife (including a former wife divorced) 
and to his child or children : 

(a) If there be a wife but no child, $15. 

(b) If there be a wife and one child, $25. 

(c) If there be a wife and two children, $82.50, with $5 per month additional 
for each additional child. 

(d) If there be no wife, but one child, $5. 

(e) If there be no wife, but two children, $12.50. 

(f ) If there be no wife, but three children, $20. 

' (g) If there be no wife, but four children, $30, with $5 per month additional 
for each additional child. 

Class B. In the case of a man or woman, to a grandchild, a parent, brother, 
or sister: 

(a) If there be but one parent, $10. 

(b) If there be two parents, $20. 

(c) For each grandchild, brother, sister, and additional parent, $5. 
In the case of a woman, to a child or children : 

(d) If there be one child, $5. 

(e) If there be two children, $12.50. 

(f ) If there be three children, $20. 

(g) If there be four children, $30, with $5 per month additional for each 
additional child. 

Sec. 205. That family allowances for members of class A shall be paid only 
if and while a compulsory allotment is made to a member or members of such 
class. The monthly family allowance to a former wife divorced shall be pay- 
able only out of the difference, if any, between the monthly family allowance 
to the other members of class A and the sum of $50. For a wife living separate 
and apart under court order or written agreement or to a former wife divorced 
the monthly allowance, together with the allotment, if any, shall not exceed the 
amount specified in the court order or agreement to be paid to her. 

Sec. 206. That family allowances to members of class B shall be granted only 
if and while the member is dependent in whole or in part on the enlisted man, 
and then only if and while the enlisted man makes a monthly allotment of his 
pay for such member or members equal to the amount of the monthly family 
allowance as hereinabove specified, except that — 

(a) The maximum monthly allotment so required to be made to members of 
class B shall be one-half of his pay. 

(b) If he is making no allotment to a member of class A, the minimum 
monthly allotment so designated to be made to members of class B shall be $15 
per month. 

(c) If he is making the compulsory allotment to a member of class A, the 
minimum monthly allotment so designated to be made to members of class B 
shall be one-seventh of his pay, but not less than $5 per month. 

On the enlisted man's application, or otherwise for good cause shown, exemp- 
tion from the allotment as a condition to the allowance may be granted, upon 
such conditions as may be prescribed by regulations. 

Sec. 207. That the amount of the family allowance to members of class B 
shall be subject to each of the following limitations: 

(a) If an allowance is paid to one or more beneficiaries of class A, the total 
allowance to be paid to the beneficiaries of class B shall not exceed the difference 
between the allowance paid to the beneficiaries of class A and the sum of $50. 
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(b) The total monthly allowance to beneficiaries of class B added to the en- 
listed man's monthlj- allotment to them shall not exceed the average sum habitu- 
ally contributed by him to their support monthly during the period of depend- 
ency but not exceeding a year Immediately preceding his enlistment or the 
enactment of this amendment. 

Sec. 208. That as between a wife, including a former wife divorced, and the 
children not in her custody, and as between children, the amount of the allot- 
ment and family allowance shall be apportioned as may be prescribed by 
regulations. 

Sec. 209. That allotments and family allowances shall be paid to or for the 
beneficiaries, as may be provided by regulations to be made by the Secretary 
of War and the Secretary of the Navy, respectively. 

Sec. 210. That upon receipt of any application for family allowance the 
commissioner shall make all proper investigations and shall make an award, 
which award shall be certified to the War Department or Navy Department, 
as may be proper. Whenever the commissioner shall have reason to believe 
that an allowance has been improperly made or that the conditions have 
changed, he shall investigate or reinvestigate and may modify the award. The 
amount of each monthly allotment and allowance shall be determined accord- 
ing to the conditions then existing. 

Abticlb III. 

COMPENSATION FOB DEATH OB DISABILITY. 

Sec. 300. That for death or disability resulting from personal injury suffered 
or disease contracted in the course of the service in the line of duty, by any 
conunissioned officer or enlisted man or by any member of the Army Nurse 
Corps (female) or of the Navy Nurse Corps (female) when employed in the 
active service under the War Department or Navy Department, the United 
States shall pay compensation as hereinafter provided. 

Sec. 301. That if death results from injury— 

If from a marriage contracted before or within ten years after the injurj^ the 
deceased leaves a widow or child, or if he leaves a widowed mother substan- 
tially dependent upon him for support, the monthly compensation shall be the 
following percentages of his pay : 

(a) For a widow alone, $35. 

(b) For a widow and one child, $45. 

(c) For a widow and two children, $52.50, with $5 for each additional child 
up to two. 

(d) If there be no widow, then for one child, $20. 

(e) For two children, $35. 

(f ) For three children, $45, with $10 for each additional child up to two. 

(g) For a widowed mother, $30. The amount payable under this subdivision ' 
shall not be greater than a sum which, when added to the total amount payable 
to the widow and children, does not exceed $75. This compensation shall be 
payable for the death of but one child, and no compensation for the death of 
a child shall be payable if such widowed mother is In receipt of compensation 
under the provisions of this article for the death of her husband. Such com- 
pensation shall be payable whether her widowhood arises before or after the 
death of the person and whenever her condition is such that if the person were 
living the widowed mother would have been substantially dependent upon him 

for support. 

If the death occurs after discharge or resignation from service, the United 
States shall pay burial expenses not to exceed $100, as may be fixed by regula- 
tions. 

The pnyniont of compensation to a widow or widowed mother shall continue 

until her death or remarriage. 

The payment of compensation to or for a child shall continue until such 
child retiches the age of eighteen years or marries, or if such child be incapable, 
because of mental or physical infirmity, of pursuing any substantially gainful 
occupation, then until marriage or death or until such incapacity ceases. 

Whenever the compensation payable to or for the benefit of any person 
under the provisions of this section is terminated by the happening of the con- 
tingency upon which it is limited, the compensation thereafter for the remain- 
ing beneficiary or beneficiaries, if any, shall be the amount which would have 
been payable to them if they had been the sole original beneficiaries. 
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As between the widow and the children not in lier custody, and: as between 
children, the amount of the compensation sliall be apportioned as may be 
prescribed by regulations. 

Sec. 302. That if disability results from the injury— 

(1) If and while the disability is total so as to make it impracticable for the 
injured person to pursue any gainful occupation, the monthly compensation 
shall be the following amounts: 

(a) If he has neither wife nor child living, $40. 

(b) If he has a wife but no child living, $55. 

(c) If he has a wife and one child living, $65. 

(d) If he has a wife and two or more children living, $75. 

(e) If he has no wife, but one child living, $50, with $10 for each addi- 
tional child up to two. 

(f ) If he has a widowed mother substantially dependent on him for support, 
then, in addition to the above, $10. 

To an injured person who is totally disabled and In addition so helpless as 
to be In constant need of a nurse or attendant, such additional sum shall be 
paid, but not exceeding $20 per month, as the director may deem reasonable : 
Prmided, howeveVy That for the loss of both feet or both hands or both eyes, 
or for becoming totally blind from causes occurring in the service of the United 
States, the rate of compensation shall be $100 per month: Provided further. 
That no allowance shall be made for nurse or attendant. 

(2) If and while the disability Is partial the monthly compensation shall 
be a percentage of the compensation that would be payable for his total dis- 
ability, equal to the degree of the reduction In earning capacity resulting from 
the disability, but no compensation shall be payable for a reduction in earning 
capacity rated at less than ten per centum. 

A schedule of ratings of reductions In earning capacity from specific injuries 
or combinations of Injuries of a permanent nature shall be adopted and 
applied by the bureau. Ratings may be as high as one hundred per centum. 
The ratings shall be based as far as practicable upon the average Impairments 
of earning capacity resulting from such injuries in civil occupations, and not 
upon the impairment In earning capacity In each Indivdual case, so that there 
shall be no reduction in the rate of compensation for Individual success In over- 
coming the handicap of a permanent Injury. The bureau shall from time to 
time readjust this schedule of ratings In accordance with actual experience. 

(3) In addition to the compensation above provided, the injured person shall 
be furnished by the United States such reasonable medical, surgical, and hos- 
pital services and supplies, including artificial limbs, trusses, and similar appli- 
ances, as the director may determine to be useful and reasonably necessary. 

(4) The amount of each monthly payment shall be determined according 
to the family conditions then existing. 

Sec. 303. That every person applying for or in receipt of compensation for 
disability under the provisions of this article shall, as frequently and at such 
times and places as may be reasonably required, submit himself to examination 
by a medical oflflcer of the United States or by a duly qualified physician desig- 
nated or approved by the director. He may have a duly qualified physician 
<leslgnated and paid by him present to participate in such examination. For 
all examinations he shall. In the discretion of the director, be paid his reason- 
able traveling and other expenses and also loss of wages incurred In order to 
submit to such examination. If he refuses to submit himself for, or in any 
way obstructs, any examination, his right to claim compensation under this 
article shall be suspended until such refusal or obstruction ceases. No com- 
pensation shall be payable while such refusal or obstruction continues, and 
no compensation shall be payable for the intervening period. 

Every person in receipt of compensation for disability shall submit to any 
reasonable medical or surgical treatment furnished by the bureau whenever 
requested by the bureau ; and the consequences of unreasonable refusal to sub- 
mit to any such treatment shall not be deemed to result from the injury com- 
pensated for. 

Sec. 304. That if the Injured person be deemed competent and not likely to 
become a public charge upon his application and evidence satisfactory to the 
director that It will be for his best interests and for the best Interests of his de- 
pendents, if any, future compensation payments for disability may be com- 
muted in w^hole or in part for a lump sum equal to the present value of such 
payments or the proportion thereof to be commuted, and such lump sum paid 
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to the injured person in lieu of all further compensation or of the proportion 
so commuted of all future payments of compensation : Provided, however j That 
in case of partial disability rated at thirty per centum or more of total dis- 
ability, or in case of total disability, not more than fifty per centum of the 
compensation payments as for a man without a wife or child shall be so com- 
mutable. The basis for determining present values of future payments of com- 
pensation shall be prescribed from time to time by regulation. 

Sec. 305. That in cases of dismemberment, of injuries to sight or hearing, 
and of other injuries commonly causing permanent disability, the Injured i)er- 
son shall follow such course or courses of rehabilitation, reeducation, and 
vocational training as the United States 'may provide or procure to be provided. 
Should such course prevent the injured person from following a substantially 
gainful occupation while taking same, a form of enlistment may be required 
which shall bring the injured person into the military or naval service. Such 
enlistment shall entitle the person to full pay as during the last month of 
his active service, and his family to family allowances and allotment as here- 
inbefore provided, in lieu of all other compensation for the time being. 

In case of his willful failure properly to follow such course or so to enlist, 
payment of compensation shall be suspended until such willful failure ceases 
and no compensation shall be payable for the intervening period. 

Sec. 306. That upon its own motion or upon application the bureau may at 
any time review an award, and, in accordance with the facts found upon such 
review, may end, diminish, or increase the compensation previously awarded, or, 
if comi)ensation has been refused or discontinued, may award compensation. 

Sec. 307. That in this article the term " pay " means the monthly pay at the 
time of the injury, or in case of disability resulting from disease, at the time 
of the beginning of such disability, unless at such time he Is not in the service 
(>f the United States, in which case it shall be taken to refer to the monthly pay 
at the time of his leaving such service. 

Sec. 308. That no compensation shall be payable for death or disability 
which does not occur prior to or within one year after discharge or resignation 
from the service, except that where, after a medical examination made pursuant 
to regulations, at the time of discharge or resignation from the service, or 
within such reasonable time thereafter, not exceeding bne year, as may be 
allowed by regulations, a certificate has been obtained from the director to the 
effect that the injured person at the time of his discharge or resignation was 
suffering from injury likely to result in death or disability, compensation shall 
be payable for death or disability, when occurring, proximately resulting from 
such injury. 

Sec. 309. That compensation shall not be payable for death in the course of 
the service until the death l)e ofiicially recorded in the department under which 
he may be serving. No compensation shall be payable for a period during which 
the man has been reported " missing " and a family allowance has been paid for 
him under the provisions of Article II. 

Sec. 310. That no compensation shall be payable for death inflicted as a 
lawful punishment for a crime or military offense except when inflicted by the 
enemy. A dismissal or dishonorable or bad-conduct discharge from the service 
shall bar and terminate all right to any compensation under the provisions of 
this article. 

Sec 311. That no compensation shall be payable unless a claim therefor be 
filed, in case of disability, within ten years after discharge or resignation from 
the service, or, in case of death in the course of service, within ten years after 
such death is officially recorded in the department under which he may be serv- 
ing: Provided, hoivct^er. That where compensation is payable for death or dis- 
ability occurring after discharge or resignation from the service, claim must be 
made within ten years after such death or the beginning of such disability. 

The time herein provided may be extended by the director not to exceed one 
year for good cause shown. If at the time tluit any riglit accrues to any person 
under the provisions of this article, such person is a minor, or is of unsound 
mind or physically unable to make a claim, the time herein provided shall not 
begin to run until such disability ceases. 

Sec 312. That no compensation shall be payable for any period more than 
two years prior to the date of claim therefor, nor shall increased compensation 
be awarded to revert back more than one year prior to the date of claim 
therefor. 

Sec 313. That compensation under this article shall not be assignable, and 
shall be exempt from attachment and execution and from all taxation. 
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Sec. 314. That compensation under this article shall not he paid while the 
person is in receipt of service or retirement pay. Existing pe'ision laws and 
laws providing for gratuities or payment in the event of deat i In the service 
shall not be applicable after the enactment of .this amendment to persons now 
in or hereafter entering the military or naval service, except in so far as rights 
under any such law shall have heretofore accrued. . 

Compensation because of disability or death of members of the Army Nurse 
Corps (female) or of the Navy Nurse Corps (female) shall be in lieu of any 
compensation for such disability or death under the act entitled "An act to 
provide compensation for employees of th^ United States suffering injuries 
while in the performance of their duties, and for other purposes," approved 
. September seventh, nineteen hundred and sixteen. 

Sec. 315. That if an injury or death for which compensation is payable under 
this act is caused under circumstances creating a legal liability upon some 
person other than the United States or the enemy to pay damages therefor, 
the director, as a condition to payment of compensation by the United States, 
shall require the beneficiary to assign to the United States any right of action 
he may have to enforce such liability of such other person or any right which he 
may have to share in any money or other property received in satisfaction of 
such liability of such other person. The cause of action so assigned to the 
United States may be prosecuted or compromised by the director, and any 
money realized thereon shall be placed to the credit of the compensation fund. 

Abticle IV. 

INSURANCE. 

Sec. 400. That in-order to give to every commissioned officer and enlisted 
man and to every member of the Army Nurse Corps (female) and of the Navy 
Nurse Corps (female) when employed in active service under the War Depart- 
ment or Navy Department greater protection for themselves and their depend- 
ents than is provided in Article III, the United States, upon application to the 
bureau and without medical examination, shall grant insurance against the 
death or total disability of any such person in any multiple of $500, and not 
less than $1,0(X) or more than $10,000, upon the payment of the premiums as 
hereinafter provided. 

Sec 401. That such insurance must be applied for within one hundred and 
twenty days after enlistment or after entrance into or employment in the 
active service and before discharge or resignation, except that those persons 
who are in the active war service at the time of the publication of the terms 
and conditions of such contract of insurance may apply at any time within 
» one hundred and twenty days thereafter and while in such service. Any per- 
son in the active service on or after the sixth day of April, nineteen hundred 
and seventeen, who, while in such service and before the expiration of one 
hundred and twenty days from and after such publication, becomes or has 
become totally disabled or dies, or has died, without having applied for 
insurance, shall be deemed to have applied for and to have been granted insur- 
ance, payable to such person during his life in monthly installments of $25 
each. If he shall die either before he shall have received any of such monthly 
installments or before he shall have received two hundred and forty of such 
monthly installments, then $25 per month shall be paid to his wife, child, or 
widowed mother if and while they survive him: Pro tided, hoirercr, That not 
more than tv/o hundred and forty of such monthly installments, including those 
received by such person during hi§ total disability, shall be so paid ; and in 
that event the amount of the monthly installments shall be apportioned between 
them as may be provided by regulations. 

Sec. 402. That the director, subject to the general direction of the Secretary 
of the Treasury, shall promptly determine upon and pul)lish the full and exact 
terms and conditions of such contract of insurance. The insurance shall not be 
assignable, and shall not be subject to the claims of creditors of the insured 
or of the beneficiary. It shall be payable only to a spouse, child, grandchild, 
parent, brother, or sister, and also during total disability to the injured person, 
or to any or all of them, and to such other persons as may be provided from 
time to time by regulations. The insurance shall be payable only in installments. 
Provisions for maturity at certain ages, for continuous installments during the 
life of the insured or beneficiaries, or both, for cash, loan, paid-up and extended 
values, and such other provisions for the protection and advantage of and for 
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alternative benefits to the insured and the beneficiaries as may be found to be 
reasonable and practicable, may be provided for in the contract of insurance. 
Subject to regulations, the insured shall at all times have the right to change 
the beneficiary or beneficiaries of such insurance without the consent of such 
beneficiary or beneficiaries, but only within the classes herein or as in the 
regulations provided. If no beneficiary within the permitted class be designated 
by the insured, either in his lifetime or by his last will and testament, or if the 
designated beneficiary does not survive the insured the insurance shall be pay- 
able to such person or persons, within the permitted class of beneficiaries as 
would under the laws of the State 6f the residence of the insured be entitled to 
his personal property in case of intestacy. If no such person survive the insured, 
then there shall be paid to the estate of the insured an amount equal to the 
reserve value of the insurance at the time of his death, calculated on the basis 
of the American Exi)erience Table of Mortality and three and one-half per 
centum interest in full of all obligations under the policy. 

Sec. 403. That the United States shall bear the expenses of administration 
and the excess mortality and disability cost resulting from the hazards of war. 
The premium rates shall be the net rates based upon the American Experience 
Table of Mortality and Interest at three and one-half per centum per annum. 

Sec. 404. That during the period of war the insurance shall be term insurance 
for successive terms of one year each, convertible after war, without medical 
examination, into such form or forms of Insurance and with such provisions for 
premium payments as may be prescribed by regulations. Payments of premiums 
In advance shall not be required for periods of more than one month each and 
may be deducted from the pay or deposit of the insured or be otherwise made 
at his election. 

Sec. 405. That in the event of disagreement as to a claim under the contract 
of insurance between the bureau and any beneficiary or beneficiaries thereunder, 
an action on the claim may be brought against the United States in the district 
court of the United States in and for the district in which such beneficiaries or 
any one of them resides. The court, as part of its judgment, shall determine 
and allow such reasonable attorney's fees, not to exceed ten per centum of the 
amount recovered, to be paid by the claimant on behalf of whom such proceed- 
ings are instituted to his attorney ; and it shall be unlawful for the attorney 
or for any other person acting as claim agent or otherwise to asli for, contract 
for, or receive any other compensation because of such action: And provided 
further, That no other compensation or fee shall be charged or received by any 
person except such as may be authorized by the commissioner in regulations 
to be promulgated by him. Any person violating this act shall be deemed guilty 
of a misdemeanor, and upon conviction thereof shall, for each and every such 
offense, be fined not exceeding $500, or be imprisoned at hard labor not exceeding 
two years, or both, in the discretion of the court. 

Passed the House of Representatives September 13, 1917. 

Attest : 

South Trimble, Clerk, 

The Chairman. Here are various communications received from 
different people upon the subject of this bill. I expect we had better 
have them put in the hearings at the end of the oral statement, if the 
subcommittee approve. 

Senator Smoot. In connection with the statement you have just 
made, I have a letter from Senator Dillingham, quoting a part of a 
letter that he had received from Hon. F. A. Howland, president of 
the National Life Insurance Co. 

(The letter referred to above is here printed in full, as follows:) 

United States Senate, 
Committee on the University of the United States, 

Washington, D. C, September 17, 1917. 

Dear Senator Smoot : In a letter recently received from Hon. F. A. Howland, 
president of the National Life Insurance Co., relating mostly to other matters, 
he referred to the McAdoo indemnity and insurance bill, and said : 

"The only objection we have to the bill is to some features of the life- 
insurance article, and particularly those portions Tvhiob contemplate a con- 
tinuance of the life-insurance service after the close of the war, the apprehen- 
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sion being, of course, that this activity may furnish an opening wedge for 
those who may be inclined to favor Government insurance generally. 

" I think the House did a wise thing in reducing tlie maximum amount of 
insurance on a single life from $10,000 to $5,000, and presume a smaller amount, 
say, $2,000 or $2,500, would more nearly be right, and then be considerably in 
excess of the amounts of insurance which the soldiers would normally take, 
even if the rata w^ere much lower than cost. 

" The basis of the low rate— $7 to $10 per $1,000— which the Government is 
to ask is the actual mortality charge which would be necessary under ordi- 
nary conditions to pay the actual death loss during the two or three years 
of the war. This rate, of course, excludes all expense of management, all 
extra mortality because of the war hazard,* and should not carry with it any 
obligation to change to a higher form of insurance without medical examination. 

" To my mind the essentially bad feature of the bill as it now^ stands is the one 
which allows soldiers and sailors at the close of the war to transform their 
insurance from term insurance to ordinary life or any of the higher forms, 
regardless, of the physical condition of the insured, under an agreement that 
the Government will carry the insurance at the net rate; that is, without any 
charge for expense of management. If the carrying of such insurance after the 
war could in some way be limited to the men who by reason of the war have 
become so physically unfit that they could not procure insurance in the regular 
companies, I think the obligation of the Government would be fully met and the 
danger of the Government embarking in the life insurance business quite largely 
avoided. Of course the granting of insurance at all is something beyond what 
has ever been incorporated in any pension scheme, so far as I am aware, and the 
act without the article relating to life insurance seems to provide indemnity 
for disablement and death on a more generous scale than ever has been done 
before. 

" * * * what the cost of this insurance may be no one can predict, but If 
the war lasts a year or two more I believe Mr. McAdoo's estimate of the expense 
which will arise under his measure will prove to be entirely inadequate." 

Mr. Rowland's views are so clearly stated and his viewpoint is so fair and 
reasonable that I trust you may consider his suggestions carefully while engaged 
in perfecting this measure. 
Sincerely, yours, 

W. P. Dillingham. 

The Chairman. Whom have the insurance men selected to be heard 
on their behalf ? 

Mr. Ide. I represent the insurance committee appointed by the 
Secretary of the Treasury, and will go ahead now if it is agreeable to 
the committee. 

The Chairman. You may proceed. Just go ahead in your own 
wav. 

STATEMENT OF GEOEOE E. IDE, PEESIDENT OF HOME LIFE INSTJE 

ANCE CO., NEW YOEK CITY. 

Mr. Ide. I have reduced this to writing so that it will be as brief 
as possible. The discussion of the details of this important measure 
has been most ample and the points already made need not be re- 
stated as they are matters of record in Congress and are printed in 
the hearings before the Committee on Interstate and Foreign Com- 
merce of the House. 

From the ihass of detail it is hard for any but a trained mind to 
sift the important testimony and it is well-nigh impossible to keep 
clearly before one the underlying principles and aims of the bill, in 
order that one may properly view its various provisions. 

The impression has been allowed to persist in the public mind that 
the insurance committee appointed by the Secretary of the Treas- 
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urj^, which committee I represent, was opposed to this measure and 
this impression for a long period we were powerless to refute because 
we were instructed that our findings must be regarded as confiden- 
tial. It was not until the bills were introduced in Congress that this 
restriction was removed. 

I wish to reiterate noV^ the statement which has been made in all 
of our previous reports that our committee is keenly desirous of see- 
ing this measure passed. We believe some such measure is due to 
the soldiers and sailors. We Relieve it is the patriotic duty of the 
Nation to provide, and to provide in advance, for the vicissitudes of 
war so that the fighting man may go to the front with a clear con- 
viction that the Nation is to stand behind him, protecting him and 
his dependents against the fearful risk he is undertaking from a 
patriotic sense of duty. The patriotism of the insurance men of the 
country is no less, because in this discussion we have not indulged in 
glittering generalities nor allowed our sober judgment to be blinded 
to the necessity of doing all we can to make this bill clear in its 
intention and fair in its operation. It must be liberal but wisely 
economical and it must be based upon scientific reasoning. Its prob- 
able cost, both administrative and otherwise, must be understood by 
Congress, and this is no time for underestimates. The Nation will 
gladly shoulder any burden that is proper; it will certainly be 
liberal, but Congress must demand that it have intelligent data upon 
which to act and that nothing be concealed. 

There is only one correct way to undertake a proper study of this 
measure and that is to determine what the aims of the bill are and 
to test the merits of each provision as it may be in accord with those 
aims or run counter to them. 

It is the aim of this bill to provide fair, just, and generous com- 
pensation for the soldires and sailors and their dependents in re- 
turn for the enormous sacrifices they are now about to make for their 
country's good ; to provide a definite and comprehensive plan which 
will cover all contingencies and which will become part of the man's 
contract agreement with the Government. Its benefits are to be- 
come part of his emolument or wage and there must not be the 
slightest element of charity or philanthropy in it. Every benefit 
accruing under it is simply a payment of a just debt due the man. 
Therefore, we can at once forget the specious argument that if we 
liberalize its terms in any respect we are discouraging thrift. Any- 
thing which is in the bill now or is proposed which does not measure 
up to the standard of a just national obligation should be eliminated. 
This being so, it follows naturally or logically that all provisions must 
apply equally to all of the same class in the service and that discrimi- 
nations of every sort, as between members of the same class, must be 
eliminated. 

Let us pass at once to a consideration of Article IV, which may 
properly be termed " optional insurance." The original draft of the 
bill provided that the man in the service might provide himself dur- 
ing the war with insurance or death indemnity in sums up to $10,000 
by the payment of annual net peace rates (averaging $8 per thou- 
sand), the determining of the amount of insurance to be taken, if 
any, to be left to the man and his decision to be made within a given 
time after the passage of the bill or after enlistment. 
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Eemembering the underlying principle of the bill, viz, that the 
Nation shall be taxed as a whole to pay its just debt to all the fight- 
ing men, let us seen how this article will w ork out during the period 
of the war. 

The option of taking the insurance provided under Article IV must 
be exercised within 120 days from enlistment or 120 days after 
passage of this act. If the soldier does not elect to take any of this 
insurance within the period, his right to do so expires. During the 
period named, the men in our fighting forces will be either in France, 
en route to France, in the training camps of this country, or on the 
seas in our Navy. They will all be more or less inaccessible and will 
have little time to attend to their personal affairs. It is planned, 
we are told, to carry on an intensive campaign of education so that 
every man will be convinced that he needs the insurance and will be 
told how cheap it is. Some will take it and some will not. The 
Secretary of the Treasury, after stating in his letter to the President 
that all will be enabled to take the maximum on account of its cheap- 
ness, bases his estimate of probable cost under Article IV on the 
supposition that one-quarter of the men will take the insurance for 
one-quarter of the maximum of $10,000 which was allowed at that 
time under the bill. The estimates as to how this project will work 
out are as numerous as the men who make the estimates. It is all 
more or less guesswork. 

The plan is quite definite as long as the war lasts. It is to provider 
renewable^ term insurance at net peace rates. (The average premium 
will be about $8 per thousand). Presumably -in most cases the Gov- 
ernment will be instructed to deduct the premiums from the men's 
pay ; otherwise lapses would occur ; but nothing definite is said on this 
score. If the man once elects to take the insurance, must he stand by 
his choice for the rest of the war ? He can not increase his insurance, 
but can he terminate it? This is unprovided for. The special point 
to be borne in mind is that the rate charged by the Government to the 
fighting man is a peace rate. The cost of the mortality arising from 
war conditions is borne by the Government — that is, the .people of 
this country. The average peace rate is 8 per thousand. One of our 
largest companies, with an extensive war experience on Canadian 
risks, said that about $50 per thousand should be added to the peace 
rate to cover the war risk. We are expecting now to raise a fighting 
force of 2,000,000 men. If 500,000 men take an average of $5,000 
insurance each the insurance in force is $2,500,000,000. A war pre- 
mium of $50 per thousand is $125,000,000 annually. Possibly it is on 
account of the size of these figures that the House committee sug- 
gested the reduction of the maximum in the bill from $10,000 to 
$5,000. The Secretary's first estimate on a $10,000 maximum was 
$23,000,000 loss during the first year. Here is quite a discrepancy. 
I only give these figures to show you the magnitude of the discrep- 
ancy. But in any event, some will take this insurance and others 
will not, and under this article we see at once a special class created 
ipade up of those who are thrifty enough to appreciate the bargain 
offered and who at the same time can afford to pay for the insurance. 
The country is taxed to provide the amount necessary to cover the 
war losses under this insurance, and the recipients of the benefits 
under this plan are not the dependents of all of the men in our Army 
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and Navy but a special class which is created by the option given to 
the men under Article IV. 

The class which does not take this insurance, be it large or small, 
will be without this special life-indemnity protection, and as soon as 
deaths begin to occur in this class dissatisfaction will surely arise, 
and the basis is laid for the introduction of new legislation to correct 
the discrimination. The fact that the discrimination arose from lack 
of foresight on the part of the dead h^ro will not be a popular argu- 
ment against further relief to his dependents. 

When the war is over this insurance takes on a new phase. The 
insurance is then " convertible, without medical examination, into 
such form or forms of insurance and with suchc provisions for 
premium payments as may be prescribed by regulations." The bill 
simply says the insurance is " convertible." It is not mandatory. 
If converted at the end of the war the annual premium immediately 
advances from $8 per thousand to $15 or $30 per thousand, and the 
great mass of the insured will be civilians. As these no longer are in 
receipt of a Government wage they will act exactly as other civilians 
always have acted — ^the healthy lives who find the premiums too large 
to be conveniently met will withdraw, and our " special class " above 
referred to becomes smaller yet, with all the selection against the 
Government. 

Further, Prof. Glover, of the University of Michigan, a well-known 
expert in mathematics and insurance, says : 

The soldier who converts the insurance which he purchased at term rates 
* * ♦ wiU discover 5 or 10 years later that the premium rates based on mor- 
tality experience tables of peace times without " loading " charged by the Gov- 
ernment in accordance with the terms of the bill are from $1 to $4 per thousand 
of insurance in excess of the net cost to the insured in private companies for 
the same kind of converted policy issued at the same time and age. 

These level premium policies contemplated in this vague and in- 
determinate way under Article IV will call for loan values, cash j 
values, extended insurance values, etc., and must have legal reserves j 
upon which these values rest. The total will run into millions of 
dollars. How is this to be invested? In Government bonds? If 
so, and if the return be less than 3J per cent, the Government insur- 
ance bureau is insolvent. If not, who is to determine in what form 
of security these funds are to be invested? The bill is silent on this 
point. Remember these policies may run for 50 or 60 years. 

The supporters of the bill have evaded all inquiries as to what the ' 
real cost under Article IV is to be. They differ in their estimates of 
what the war mortality is to be. They differ in their estimates as to 
how many men will take this insurance — and that is certainly natu- 
ral — and they are absolutely silent as to its administrative cost. Do \ 
they realize what it will mean to put into existence and to maintain 
this bureau to administer Article IV now and after the war ? They 
have not as yet given any figures, as far as I know\ The bureau in 
administering the balance of this bill will be a very busy place, but 
this life insurance bureau under Article IV is stupendous in its 
magnitude and overwhelming in its detail. What will it cost? Con- 
gress should know. Mr. Kingsley, of the New York Life, in his let- 
ter to Mr. Gompers says, " By the clause which compels the insured 
to pay a premium the bill immediately erects all the huge machinery 
of a life insurance company," and then proceeds to point out that the 
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t5WfhlU*Mii li.ir ji>Ji'' -r 11:// '.1.1 1''j"mj ^ i »i..'.I^ l'; // >ili 1] 
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Again, what is^ ^.JjffjqwQjpi^te^p^.WeiJ/iwtojr^^^ 
4w^ngititieiTT^ir,;Who 1^^, ^ i^^^fi^WS ^^ m^^^^^^^Wl^^Pm^}^^^^ 

version, or who have surrendered theii; ip§\j^a^e,^f, ^y icjLUipie ft . , ; , . . ^^ 
MSjBn^jtor! iS^iJTJffi fejj^ofc!lJiigi5pmo^ip^i;[yi^ef^.|ii|sufWf^ a,^^^ 
w,JMrfe«»4siWil!tfcey,.iw-i^,i^fli^j^^ l^,it ^p^,ihji^ye»Jbhey j?pt 

PQid,fo?r,^hat|th^,gQ<:,»ndi«M<i^t04i(|thqy:.^^^ r, ;. , -.,.; ,., 

Mr. Ide. They have ; and then the question that comes to my i^^i?4» 
bltgipgiit;Upoapi,im!f IQw,i^,Ql?Sj^ryftti9p.«|£.s^qb, Jpi^1?0er^yi^ ii^it^iii^jPnes 
wboi m^jiot,. kmp . up 4beir. ips^r-Wi^? •becafiji^^ .pi, .fi^an^l^li.iil^ ^Wy 
uft^ll the^wM wiJl,,(?ftu^.w P|awri?W<?^.t0 ^^iiiaj^^lgtion !ti9i,t^lf? 
<29m ) off thft* <?ksp! 0f ' p©cft))[f^ .y^re . «iwU; f>n /tlw r ii W i^f 9W »fif e§;«n^ 
SiBrtiQe : Fen^oB^s .; .BureftWo , ,My, . fieeJi^g : i^ *h«4i lit v^^ ■ h^lie-^ |t%pe 

stouldKbe, life iud-W^iftitF i^ jA'<iditiP'i: to;t^e,g^ip^PVS:.PfriQji^^^* of 
tiioibiiliift <m^dea;8 ftnd;3 -yt^w; shpuJd :gi^^> >b^ i^m ilil>€},r«^p^ftnpe, 

Tfaon yoU tr^ikt 4^^mitU.»Ukj8,wi(l.wUofif^4i»e»:iwii>a<4PW ^fi?4 Qrrti<^iWP 
whiebwiU.ari«0,fr<.)m;th«e.dilsmi«iiii0Xion wiU tei^ / .,, 

The^OijjAjtKSMj^N,, Wbat.j^pi^blQ.Kjujtir <fwi ,tfee}Mi>Vr^rip^»e^.p>v^ to 
the isj^ldieo?. in graftting i&^fs^me ej^OQpt. to. ^^c^^, )i^.;inwj?abiii<iy to 
piaa4el.co»(JitiiHi3; bott a»il jtWrGwernttiwt owq bW/ilfWto^cft greitifi.? 

Mr. Idb, .Ijb leettkg^ito me «irtickt 4 .^h0wW:lifty/e!pit<>Mided/tJ8Wi il^i 
sw«ncie.f<>if.<ii$ pwlodifcjf )ibe wftr,,!w«tU ft pi?a^isipn -tbftt if jtb^ .unin- 
surable peopkv who yamidJm'mmymg'hm^^t^ undier,;tt??e poippeiii^j^r 
tiaa «aid; diii^ibilitjr elaueos^ wyaacJed inemmnc^. Ith^ <iioyer»tt>eflrt tvojrfd 
94e|> itt «ndi tab©. care iof them;, but 4JbM is Inotiwfeaib tbe> bill providi&^ 
Theit)iU sfiys we are goiitgi to. giv© io every .soldieir up to $10*000 4l|«^ 
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right to take it^ and we are going to work it as a great big life in- 
surance proposition. I feel the discrimination is even wider than 
that, because if the Government is going to do it in the Army and 
Navy they are protecting a man for the period of his occupation ; and 
why not take it for munition men, for men who work in other depart- 
ments of the Army ? 

The Chairman. Is not the discrimination very clear, and does it 
not consist in this, that the extra hazard upon the part of the enlisted 
man is a Government hazard, and that upon a man in munition plants 
is a hazard based upon his contract with the employer, with which 
the Government has nothing to do? It did not create it, it is not re- 
sponsible for it, and would not pay for it. 

Mr. Ide. I have one instance in point. I know of a man who has 
a rather technical position, where his knowledge is of very great 
value. His position is one of some danger; he is in Government 
employ. He is of draftable age and he has been exempted because 
the Government needs him right where he is. He has applied to our 
company for insurance, but he says, " If the Government is going to 
take care of these other men, why does it not take care of me? " 
That is the question he asked. 

The Chairman. The Government now takes care of him in the 
same way it proposes to take care of the enlisted man. It makes the 
employer compensate him. 

Mr. Ide. But the Government employs this man. 

Senator Smoot. Have you any idea that if this bill passes, even 
as it passed the House, that if the condition of enlisted men and offi- 
cers engaged in this war shortly after the war is such that they think 
they want pensions they are not goin^ to get them ? 

Mr. Ide. They are going to get them ; surely. And this only puts 
another argument in the nands of people who are going to handle 
pension legislation in the future. 

Senator Smoot. I have not any doubt but that they will get pen- 
sions. It will only take one or two encampments with resolutions 
to the effect that they should have pensions, to enable them to get 
them. 

The Chairman. We can make it much more difficult for them to 
work it and invoke publip sentiment, and we could not against the 
veterans of war heretofore because they were asking for something 
they needed which the Government created ; and if we relieve these 
families under this law while the men are compensated and relieve 
them by giving them the opportunity for insurance, then we can meet 
the demagogues by ss^ing that this Government has acted more liber- 
ally than any other Government did and that they would be trying 
to capitalize their patriotism. We could not meet the old veterans 
because in th^ first place we let the families starve while they were 
fighting, and we had none of these provisions and insurance privi- 
leges; uiey simply met us on the ground that they were not objects 
of charity and that we should make pensions a roll of honor. 

Senator Smoot. We may be able to meet the demagogues, but we 
will not be able to meet the man who has spent all the Government 
has given him, who is in a distressed condition, whose family is suf- 
fering, and more than likely many of them will be ; and there is only 
one waj'^ to appeal to the Government, and they are going to get a 
pension. 
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The Chairman. I do not doubt many private pension bilk will 
pass, but there will not be any more service-pension legislation. 

Mr. Idb. My only feeling was that Article IV will by this auto- 
matic discrimmation later on introduce a new element. 

The Chairman. Where is that discrimination? 

Mr. Ide. The small class who take insurance and the large class 
who do not and who 10 or 15 years from now will think they should 
have insurance. 

The Chairman. Where does the discrimination come in if we 
restore the man's insurability? 

Mr. Ide. That is only a catch phrase. That is a phrase that 
catches the public mind. Here is A in a little town in New England 
who took $5,000, and here is B, who was not as thrifty and did not 
take insurance. Their conditions are exactly alike." When they 
come back from the war neither was injured. 'When they reach old 
age A gets back the insurance he took and B is dissatisfied because 
he did not take it ; then you get the further element of discontent, 
which leads to pension legislation. 

. The Chairman. Suppose without war A had taken $10,000 and 
B $5,000, would there by any discrimination ? 

Mr. Ide. It is insurance a man is not paying for. He is only 
paying $8 out of, we will say, $58 during the war, but he has to make 
his decision now, within this 120 days. You will say it is the fault 
of the hero who was not thrifty, but his friends say he was only 22 
years old, a brave young fellow, etc. 

Senator Smith. There is one suggestion you make that seems to 
me is worthy of a good deal of consideration. It is that this term 
insurance is to make up to them their loss of ability to obtain insur- 
ance during the war. When the war is over that risk ceases, except 
for those whose physical disaualifications exempt them from being 
able to obtain policies with tne ordinary companies. The thought, 
therefore, that you present is that after the war is over we should 
only continue to carry those who are unable to obtain other insur- 
ance. 

Mr. Ide. That is my feeling. 

Senator Smith. That those who can obtain other insurance have 
no claim on the Government to continue them longer, and that the^ 
ought to take the other insurance and we make good the losses inci- 
dent to the war, if we carry those who, physically injured in the 
service, can not obtain outside insurance? 

Mr. IDE. Yes, sir. There is another point. They talk about the 
insurability of a man and mention $10,000 as a maximum. Among 
the people of all ages who are insured, the average policy is $1,800 
in the old-line companies. Now, that is not all the people of the 
United States of insurable age; that is only the small part of the 
citizens of the United States who think enough of insurance in peace 
times to take it. 

Senator Smoot. That is the average of those that have taken out 
insurance? 

Mr. Ide. And not of the entire population. 

The Chairman. The statement has been made that this ordinary 
life insurance, I believe they call it, is the only sort of insurance that 



B^.r iia#D( (with- any 8eiisei^'oiildiiwstilt<tb take ils k Wsii^^Hk^Flrd frc^m 
the insutfi(dQ6iso4>inpaiuie^<'i'M / (''-^ '>inrii /ni*. 'xi t*i7 lli-'/ "•''>•!$ ''"' .-' ''M 
<M«i4 IWi yisjJihetfdyslby'theJyekr.:.'-' --ini^'i /!:;- -'\-J'!l -''l'' 
The CHAiRMAfNinKdw, /theioidiikai^iikfali^ loi* :iM»'te'¥Hefecetifti^i^' 
what it will be undei^ this fbilLn i . li- )■ (» - • > '/ / / i i / m • > ' 

>Jklr. fe¥klBi^t»dollajrSi-i'i'ni 'rJu\ u.i// ^'>:i-> iljuH- v.i I .•:•:! i*/.^ 

h5i]b645HAte>iAKlt Brecisely.ifslf IthatiiS theiotil!:^ ft)Wh'df' lA^iii^hc^W'^ 
man in the Army and Navy would want to take out,'if 'tliait'ife'.tjbe 
maettfiavorable^forBii JindiwieTeitGpdhiigJitisiri'ftbility 6h'tH* ftH^s ttlAst 
favorable for him, why should we, aftfei^.»«li!^''W«rj''hdt»]^,e^iiiit'Miti'l(V' 
c«aV)ert<febcit[ f «rm oifi:(falsur»ncifc»'iiito etomeottl^^fityrn^ \vlth '.^^chjittge 
otf /piJwiiUm t6 suit I the; fdtni, ta«a iO-ymp i^deWttitot bi^ \i^h^;tief ^f hfe ' 
\Mantedl5 beoauaa iwhat^wtowldbe 'the/ inAst^ advrin!(!tf^e6tl^' forrti'dt 'i^i-' 
swydncefey/a m«ii'takih(gi» wati Jia««i«ftl'i»xwtld "A^ii be thi^ ^aW^'ds fof^ 
al itoail )takin^ theictffinatoyt peace «h«i.25ftrA,''»lid'if h^ Vfet'd 'allied' 'ttt ' 
da thatj hei^ieouid yoilil possibly >di8fc(»rtlttUfe'th^'idp^^Morig'W^ 
hureilJ»)Uritirittlltilhe< oontwidtsf fen^iteftinto 'aild ■(i(Mi^eW!^ lirfVe! piett 
.terminated? ..joih-.i-n-/*' .ini-:,- ; .»i [.■.•1 i.-i-i'/ 

I .Mr; Imj iBecailsd Jf ithe/id^ /of »tb^' krtidteife UtRat'^stoteife «f is hjafve 
been led to believe it ii4uth«tHiHin1?fr^(yyide^.ig6aiik ^efaiS Toi^ bf &i'-^ 
sulubiliity44there>is?i|i©t. 1 losi^< "df -iftiattiJafcility ' ttTOi* ' tih^ ' Wir ftrt- twose 
wJio.eome^odt'6f)tWe.Tf!ariri<>t!0»fit?'^hydodlfy*tM^ •> ' '. ' 1 

I fThe GktASRUAisi- Siippose^I w^*l' ydai'^^ W^i^ tod'thfe %iAf .liikteiS 
sl± yiarsfjor aily/timirybttipl^^/^ fo^i^'thte th^tfaff^t fh^'it^rfi^ t' 
would be insurable under the ordi»ifcw-y'Kft^i'e»i^M/'abre'^teih*atkilfe'^rtlt^. 
oft27(ye«rii^;dlid)^th!at fW0liM>b&'1^5^ the 6tov*i^rirtieAt'^TOtild'be-'giV- 
ing-iAe-Mifeili il6 flictfe and tt6« IfeiSfii ■ >if ^ thfaft'ttiAiy (jSdiild in p^axie' times' 
goit0ian^ittfettrMiC0Jd4«Wpisny^ 'itii* ^hat 'rati6^,''th^e' v^<yi!i!dT>fe 

niathiag rti'the w^Tlfl>to pr€jreAt»hi4n^vlttg'6p hk'in«in:feri<h* tj-jidfer' 
th^iG6v€(rriihent'toi(J!bttyifig't*«rfi.'''' '->'':■'•'' •^■> " \ '-1 '^''"•''■- • - "'-^ ■'\'^ 
. /Jtidgri iMiidk. Mtty !'I«*tt*ak'e '<w^' i*gfefi ^c^i^l-^ctl^' tt\ 'tMt '<^ift^tehi^f 
o(fi«ffefe?''/If 'he bmvght it^ f rtvtri the^ ■GoveMYn^M At'$8^'hfe (^(ifrM"n<>t* 
btiyif ftolA ' pmi0tibe iAswrfeittG^ e^^toiTp^riie*^ atUh<^^ftant6 l^^te,' b^x^aiis^*' 
they add about 24 per cent for " loading." . * mh; 

The Chairman. The point I am makittg'fe'tW^; If 'he-f(H»fMi tk'at 
iMtdld'Of (?(^V<eMtt^ thifS-'ltttO'«n*'e^ 20-y^f ^yitt^fit, 

o¥.'s6lriWMiig'di^(feV't**ithitti^ Oty^(El^timett*, h^^ ^g^ a' ^hfeajl^r' ^r^tfe tt'boW ' 
th^' 'fiew pMii' \tcm> th6f Inetimnde' '(*t)miD>afiites,' ther^ woidd be! ti^thi Agj * 
tO|br^Veiiit>*Hitri 'd^ftg-' that.' •'' ' ' •^■"'^' '■''■■" ' ■" •' •''■" ''■' "' ' ' ' = 

Mr. Ide. I want to call ypilraflt^Wtidki «« thfe fttfc* th^dt th** foddiriji;:^ 
wtnbhfe'fc^idvterhefed cbak«gefe,«^i?;,»'^ill'be'pftid bj* the people'' of the 

Iftli««!'*Stat^. "■•':•' •• ■• '" •■;'' "•'''■•••:■ .:.',.^ ,•■■•. '.i ,.•:••■■■ 't 

' Thfe'Cki^ifli>rAiNv^tfil9t «tis in trari^'pafyt crf'the ri«k ife p^iirl' btlth^l 
"D«*^'S4aWi9.i '•'^' '»':'"'• ■-■' ■.'^. '/-•'' .' -'•; '•., -n.-! ! ' .^^- .; .M 

•Sri IrtB. AAd^thet^^'hjV^'flOthiilgbefetf ^idbythfefp^^ of this* 

nVMbiswiir^ ad to iulminn»ttii^ivil €^t> €irid;''ge&ikMi^^'yoa hft^'^no ideti 
of what you are doing under article 4 when you take-up jfehi^-ewon- < 
nldwsiliiiei imttlfdnb^'buritt'e^sj . • . ■ ' • ' • . ^' .,. ,- 

The Chairman. We have some experience under the pefcsi<«i la^^" 
as to what the cost is. • ' r 'i.'i , <■ .... I '^ 

But the p<f>int 1^ this:! That, *$! liTind«i«feaiid'it>'W6 ttr«« steekSng^ 
h^re tO' ha'fe th^ Oroverjlimentj oaritf only that ^part: *f.*<*e: expense 
which the Government has caused the man by calling him into serv- 
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amounts to war risk; and, in paying it, we of »lMJttlfi»e» jM3*liflfel#i^*9t 

.flftry.flaj^.jfigfVth^tjilb .'•> 'i" li; i-'m ■'"•' J^: 'I'-^J <>'<'M "'I/*' 

<,.,^]S|r^[]^Dp}.;.71PiQipoint ^bfwt jtbatiis thati»]nDaihtj^e>7u3itii6tat«'d tilsit 
^^fl^:^s^)q<i^,^!|i^iei o^ti^^^ ^b6 hahrBibeenlinjinbedby t^^Wttt* isfimfiifd 
i jf jaj, j^t /i^inedif^i^W f filtear tM - wkn is :<i\)cr^ >fi|Hh<nlig^' tb^ "MU d|^ ^mlfe 
.^j^Oep^itQi., t^/t4ij]|[:b»9/aU)h^nj diajt'itfaeieMcoi^^ti^ w^ 

^9^ig.to,be: of^rri^diftndi't^atiftla^GQvdimiipnt 18 ig^^ tk> 

.i^]|ljl AUiy^i :Qayi^rnm(9nti ko^ itotiUi »they! dbj Ydli- sde* 4hft^ thcit li^^k^ 
45ight of unless onft<$ib!ii4|ies/ib ye^ ' ' n. jn ■- ^ ^ i >-'•!) 

, [S^^ti:^^.^MjlfT%: J>ot yOUM^dei^and the Oc^^i^men^ pkdg^9 dt^self 
jl^p C^-rw tbftt l(mjPWB[mnwilji oc idurin^ the i w it i i i •; ' / ' ^ ' » • 
. , /j^^CT ^AOKr .Th^i stat(<?nient in the M ^^'I '^ 

Mr. IDE. The Government says, " We will give you theso teowvetti^ 
pp^ki^i at /Mt F^tf^ig, , without: any/ daatge fo^iadtiiMMBtrHti-veJ 'or Mer- 

^i;i4g^ Macb:, ye$ ; thaHs what 'the' bill SQj^a; •' ■ » . -' • ? / 

i|^r, I^. W^eu (Old/ age and < In^nnitaeBcomexto themy icaniyou wit 
^^. wcjimriftg, fa^i: th0ibe»«fi^ oftjthia elaeb^il^gislhtiDR exawjtH sinriktr 
t|p,.t))^t which '^6 havb h^ iii;tbepa/$t in iiregaixiiio^ieiisdcVlis?' Will 
'thj^.bilijpi|'ey§f^jt{ fiitilTOipmsiOttiegiglfttion'?' Iltid myifirm'belief that 
.j|„ ^, is* prppQsed^ yow pnQ^Jde iillr>wancteb)f op( Ither.depelidentis of thfe 
fighting men, if you grant to the dependents of j»©ttiwholhia.Tft(:l»0h 
inju^-€ia , iQompenspvjbi^^ dUeabiiily^' *btal' disBbilJty^i tnd 

leath,.ypi^,h^Ve ^dte.q ,ge;^0r:QjLLiBily. aDt/iwiseiyi. .; If (iiL*H4<iitui»ti itothe 
death indemnity under Article IIX yougiya to dill>ia« stated 8iiln;il]fe it 
$1,000 or $2,000 or more, without any paymeiit of prBmiUm^ this 
j9jp[|owt (^ be pay^b^ in/tiifi eyeiift of d^iih within d stalled peHodv'not 
rowe thaip, 10 y^i-s.diEteir the« tloae of ; th^ wariyou will hHi^eadojite^^ 
, a plan more generous in its scope, more American in it© s{^irit)thsan 
h^« ev^^' Ipee^ direapilli of by aHJT othep . likatioa. lYom. will hate- filled 
o^Vi ifehtii^g. .m€«i| , wiih/ doupagi^ ft^nd mOh enitbtwiaamv . and you wiM 
have treated all alike. i,. /'..;• ■ i; ' I . • :'■.. 

Make it pl^^' that' thi^ i^i at m^a^iirQ; t0 <rajB^i the. exigeneiesF of this 
WW..-- A^ fair a^:^ po$^ibJe «i^ the bill .of iaUjvfeigte. land/ uncertain ikn- 
guage and leave as little as you caii. to future (tetekitiinatlbn.tanA 
4ff5isioi^.by/thc! burei^Wj. < Eluiiii«itef'Anrtaj(jJe IV las/beiog i)6<i> vague 
in its language and uttierly mjj^ottftd. i» (|)arihcipl9^ iJiilefldB/toiIaQdnii- 
f^^t,4i§<?pi«im3ftioAfi. Wd e(wgeqtif?nt;in|wtiwB. I It opener tJjd .door 
w>i^ .fpr futvtr<^,ip€«i,siQti; legisJatoQPk It, i« Vol veei. needless, adminisi- 
trative expensQ- Jt. offers ^reat ^-eT^ardft jbo/ fcipecula^tion- , It is ledass 
l^gij^J^tiotL ifl fayoj: of thQjjjjei wb^ar^ able t^pay the^plri&iniuiAs,. cfcf^e- 
piMiy i « f^ the^ wffcVi . Jt <?^ A Wif . be 0|](pj0e«>d. simply \9^ State, inriur^ 
a^qe |beQ%M$^ . it d^P^ not pret^d, ; t^ 9«U . insjinaiice : at. aoHt. ibut alt kss 

'. .genMl}or. Smlijii. iH4>w oould *'i>ybody qiilestian abautitti6.o<p6tli 

Mr. Ide. It was questioned in the public jwintd. Sdntfihody^ha* 
gptitft pj^.itha.q^tj ■; . 5 ' .' : u' I...'.--. ..M ( ."'..-'"', .'.•;'• .< 

htSepatQi* Smiith, Xmx <i<^ni^t tWnk ifa cto adw»iat«ir itself J . i >> i 
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The Chairman. Suppose you amend it and put it at cost less ad- 
ministrative expense. 

Mr. Ide. No ; it does not pretend to do that, because during the war 
it proposes to sell at $8 instead of $58, we will say. The bill has the 
etfect of creating in the minds of these people the idea that they are 
getting insurance at $8 a thousand. Now, why give them something 
which is going to disappoint them? Because a man will say, " I paid 
$8 a thousand for this insurance during the war; the war is over and 
I am living on my farm quietly, with no peril, and the rate goes up J 

$25." Is the ordinary soldier, the ordinary farmer, the ordinary ^ 

small man capable of seeing these fine distinctions? You are sowing 
the seed of discontent by Article IV, in my opinion. 

The Chairman. That seems to me rather begging the question, be- 
cause the very point that we are making is that the Government ought 
to pay all expense and give him the ordinary insurable cost to him 
in peace times. 

Mr. Ide. Eliminate this entirely, and in its place give to every 
fighting man without cost life insurance for such an amount as you 
think the Nation can afford, for $1,000 or $2,000 or $3,000, payable to 
the dependents, in installments if you prefer, in the event of death from 
any cause at any time prior to 5 years or 10 years after the war is 
over. This is simple of administration and the only doubtful ele- 
ment in the calculation of its cost is the war loss. It is fair to all^ 
and no one can feel he has been unjustly treated or placed in a posi- 
tion where he may be robbed of his insurance because of future 
financial difficulties. 

The Chairman. What would be the paid up value, let us say, of 
one of these policies after it had been paid, say, for five years? 
Mr. Ide. You mean after conversion ? 
The Chairman. Yes. 

Mr. Ide. Oh, that would depend entirely upon the size of the 
policy and the age, and its duration. It would be impossible to give 
a general answer. 

The Chairman. Take a man of 27 insuring this year. Five years 
from now, what would be the cash value and what the paid-up value ? 
Mr. Ide. I could not tell you. 

The Chairman. This is done without medical examination. 
Mr. Ide. It would be based on the reserves, as it is in all the States. 
I would not like to answer that. 

The Chair^ian. I was thinking we might put the. provision in the 
bill allowing them a paid-up statement. 

Judge Mack. It is in the bill. The part you have reference to has 
to do with commuting the compensation. The insurance clause pro- 
vides that after it is converted all these things happen. 

Mr. Ide. What I recollect was that the bill says those paid-up 
values, loan values, etc., will be provided in the future by regulation, 
which regulation is going to be done by this superintendent of this 
new bureau and such other people as may be called in, so that when 
every insured man buys his contract within 120 days he does not 
know what he is buying. 

Senator Smoot. i our recommendation there, if I understand it cor- 
rectly, would be that the bill be so amended that we allow in case of 
death so much, say, $1,000 or $2,000 or $3,000, or in case of total dis- 
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ability an amount in proportion. In other words, you would recom- 
mend that that be attached to Article III over and above what 
Article III provides for, do away with Article IV, and the creation 
of an insurance bureau in the Treasury Department. 

Mr. Ide. Exactly. That is the key. That is the crux of the situa- 
tion. 

The Chairman. And that all insurance be without any payment of 
premiums. 

Mr. Ide. There is another element in the bill which did not catch 
my eye until this morning. The bill provides that this insurance 
shall be only obtainable to specified relatives. That is, of course^ 
inserted properly to prevent, as far as possible, any speculation. 
My impression, after reading the bill, is that when a man who pays 
15 or 20 years after the war the regular net rate and he dies, if he 
has not a spouse or son or daughter or some one mentioned in the 
bill, the Government decides then to simply return the reserve, and 
he loses all that money that he had paid in, which he was originally 
entitled to iii case of his death. 

Judge Mack. Quite right; what he himself could have gotten the 
day before he died — what he could have cashed in for. 

Mr. Ide. I wish we could do that in private insurance. 

Judge Mack. You could assign it to anybody you pleased. 

Mr. Ide. That is a very curious feature of the bill — ^to take away 
property, and then because a man happens to be fortunate enough 
to outlive all his relatives 

The Chairman. How do you take away private rights when he 
volunteers the insurance? 

Mr. Ide. He has paid the level premium it calls for. 

Senator Smith. Me has not paid a straight premium ; he has paid 
a premium free from the cost of administration which must neces- 
sarily be an expensive and burdensome charge upon the Government- 
Mr. Ide. There is no question about that. 

The Chairman. It would not be quite as expensive in proportion 
as you think. Take what the Pension Bureau costs. This thing 
would hardly cost more than that. Take the immense sunis in- 
volved, and the expenses of the administration is not as great. 

Senator Smoot. You will find it will be administered by the Gov- 
er-nment more expensively than by any life insurance company in. 
the United States. 

Senator Smith. The element of expense that the Government will 
not have is the expense of solicitation. 

Mr. Ide. That is all. Under the laws of all States — and, I think, 
equitably — a man having an insurance policy upon which the pre- 
mium is payable should have notice. He becomes a civilian after 
the war; he must remit his premiums. His premium remittance 
must be acknowledged. Every State allows 30 days of grace. Are 
you going to allow 30 days^ grace ; are you going to calculate interest 
on all these premiums^ are you going to go through all the machinery 
of a life insurance company? If you take the three largest in- 
surance companies in the world and put them together and multiply 
them by two, you have not got the life insurance which would be 
created in this bill within 120 davs. 







Mr. Ide. No s«(*^*}fMtt»fiAie'.is'pf<>itit td'b^ d^rt^l^<j| 0tt'iMi!thl6ii«'a*-J 

points which are indefinite and vague in the bill. ''"^ 

• THe'ei^^Afn^^iiN-l^ii^ pbittt-d^ to* 'h^W ttiutli'tiine''arid:'«lte«i^ey'eic.; 
those are all 
bbai*d dan 

tefbre at onei o^ t!he of h'rir ■hfearitlga : That yoii "i^t^ "feiitjpHecttAg t^ gk=tt 
nm'Ti lav\m thifebui*6Hir at!$6,000a y^r.- *'' • ' - ^ : ■ " • " ' '" ' 

'Senator SMl^k.'- $5,000;'' ' ' -•'••.iJ.u'. ••.■•, .--■■y .-,-••;■,-.' .•■/ 

Mr. W. Woilld ydu fMlJk^' taking tell billionife '6f insiiranee, witH 
the' Jnv^stnfient bf th6 fimds, . the 'hiaiidling of th(fe det-ails, Avitfe thtf 
jf^yintot of thi propel* P^o^jflir, ^tc:^ ajiid 'giV€i'it''t(y'fe$5;OO0 tiian t4!> 
adrfimistet if it'^e^e';^oair owft priva-te bii^iii^ .•.,.:■. r» t ' ^ - 

Senator Smith. Not if it were, a mattift^ of •prt'tate business; but'-l 
trust' a man tbj^i^v6 tli0 <3bv^nihent fof very i^nch' kss t^ha-rt'he 
would be willing' td $ei*v6 iii pirtviit^ blldihes^. ■' : . W < •. 

The CpAiRk'AN' The Pr^Mdteht' of tfce' Uttited Stated »ftrie^'for 
Jess tha^ hianya pre^dent'o^'a i^dill^oad'dr ittmiTttiice^oiri^ alnd 
there is n'ot a president of ■ a railroad oir insurance cdmpaT^y that 
tvould not like to bie President^ to-ihot-row: ' Thferi!^ i^ s^oMe ^ti^^tion 
«s to whether salaries are sufficient, but my observation ih life* ife that' 
3'ou do hot always? dt-aw a jewel' iii proportion' to 4h* amouht pi,id 
for it. Very frequently a man is better fitted for l^ork who trould 
be willing to take it partially ff cm financial motiyesi or from* motives 
Mgher than that than % man Ivho wottld «ndejrt€tbe it ^iefly for 
monetary cottip^risatioti, an^ frequently he- i» ttiuch more to^ \m 
trusted; ' "■ ' " •' ■ "■• --•=-•'• 

Judge Mack. Mr. Ide has qttot^ froni somebody elsfe. Mr* Ide, 
^u (Quoted Prof. GHover. Do yoil adopt tbat qilotatiott as your own 
judgment? ■ ' ' . • . 

Mr. Ide. Thatistrud. ' • ; : 

Judg^ Mack. ^ Can you cite a single ihj^tan^ie' itn whi'O'h at the* end 
of 10 years a letel premium p<>lT^y in yoiir company or in any other 
old-line • liffe insurance cowpany costi^ le^s than: th^*^ net term rate at 

the time? . ' " ' ' '' 

Mr; Idi*. WheA I received that Idttei*' from Prof. Grlover I -gaTf^ it 
to our actuary, and he said the statyemefnt ^^^aspefrf^ctly correct. • ' 

Judge Mack. Has your company ever paid such a divid^^ndi or 
h'asahy cOwipgLiiy?-'' - ■ "\^ ' •• - " :•■••••-• . • • • - • 

' Mr. Ide. WoUld you IJke'lio have me furnishyou an example! 

Judg« Mack. I should like to sefe' that example. 

Mr. lote. It could! b^ dohe in the j)aymeiit of a net rate as against 
a participating rate. ' '. "• " - ■ 

Judge Mack. Without loading, i¥$' bet'Vvieeii a nfO»np«irtioipating' and 
a participating rat^r, I agr^ei but T am iJalkirtg abmtt thre net rate ita 
this bill. ' Has any dividend ever been so big as to redi!i<?e the net 
premium below the nfet premium without loading? If that stateiwent 
was actually true, at the end of 10 or 15^' years '^v^ould that make* ttp 
the diffei*ence in the rate during the precedmg 10 or 15 years? 



{JdriilDKi.jThftt:! do not think would be the (»ise^ but I. tbiilk eist^jty 
man when he found that h& wtasipaj^mg moce. forvsin.«rtidei.than.he 
eoald fbt itin lanother plAce will swap. . Under tbi^ reg^alati^pns iwhich 
yoiir: bureau is^gbipgto.adopi, be >can surrenJdBF hie .Qove^nxnont 
polic}'^ get the c[usfa-»6utrender>^^a3lie^< tod reinsure in ouy; company Dr 
any other hfrivants to. • , » . . > . •. :, .;•:'*{ 

li Judge Macul Doiymi ithink he eoiild insure at 50,at a loiter, tate; 
could he ever get insurance cheaper than by. i»cping^ in thdiQoiyeirnr 

Mr. Ide. Xo. ■•.:•' V- • 1 

'Judge MAoiit. On^ qxuBstion about that $8^.. You taUc about -the 
^xttemely high rate as the man got along in fBarm 0£'.CDiu»a $8 
at the age of 20, which, is. abotit $7i50 at 21, doies ^not peach oyer $25 
at the age of 60. 
ijMr. lu^E; ■No;.27 or'28. 

Judge Mack. So that at the age of .30,, 40^ or ^^ if n man kept up 
hiH incilPtiioe, it would not b© such a terrible buttien. : ; 1 

Mn IbB^nUnder the selection which is made by risks, do. not pe$)!|>le 
know that Condition in the rtaewable. term has broken almost 0v»ry 
company that ever tried* it, and it will affect the Qoveormneiiti iB-ihe 
same way. 

. Judge Mack. Term insiu^ance' is not considered desirable f<>r: the 
insured, except where he has a limited time in view for a peculiar 
risk he desii^ to cover. No intelligent man would contemplate term 
iiflisiirance, iiwreasin^ f rom year to year, except for such a purpose* ' 
' Mr. loE. When his earnings are decreasing, most odrtainly not. . 
^ ^ Senator Ssvirre. And his burden increasing. 

The Chairman. Is not this form of insurance rather diflfeiult tp 
obtain in private insurance coihpanies? . • . 

Mr: Ide.- We do not push it 

Judge Mackv Tbej^ do not like to sell it* 

• Senator Smoot?. Thay do vts^ it, thought I only taike: premium 
lAsurai^is when I am itt debt ahd want that insurance. to protect, that 
debt. 

Mr. loE. We do not lil^ to sell life insurance and sow seeds of dis-^ 
content. We compromise if possible on a 5-year term oar a lOtj^etr 
term, but we do not like to sow discontent That is what I ohject'to 
about Article IV. Yoii are openly and voluntarily sowihg the seeds 
Off disconteivt when you think you are doing good* 

TbeiCilAJHArAN. But it isthe* form best adapted for this particular 
risk. . . - 

Mr.: Ide. Yes; during' the war. . • 

. Senator SMrrn. Yrm do not think this bill contemplates term in- 
surance after the war? ^ ■ ^ 
' Mr. Inte. I can not say ^ and the Secretary did not sayv : 

Judge Mack. Under the bill it is possible. The man has an option 
to convert. Most men will convert. There is not any new in- 
supanciet. 

Mr. Ide. The new m^h after the war. 
, J^dge, Mack. Whatever forms the Government issues, any n^w 
man pan get. : . < 

The ClTAiftMAN. If I understand, this is the case : At the end of tl\« 
tlWJ;lf a matt (looses, at any time, he may take a pfiid-up policy, 
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cash value, or convert it into some other form of insurance, or con- 
tinue the insurance which he already has. 

Judge Mack. That is not quite accurate, because a term policy has 
no cash value or paid-up value, but he can keep up his term insurance 
or convert it into any form the Government mav desire to issue. 
Private insurance companies provide those same things. 

The Chairman. I thought the bill said something about com- 
muting intoii lump sum. 

Judge Mack. Suppose a man has term insurance now, and after 
the war he takes 20-payment life 

The Chairman. Why not put some amendment in the bill whereby 
at any time after the war a man could convert it into a paid-up 
policy, say, of one-fifth, or whatever amount might be desirable, 
whether it is the usual thing or not? 

Judge Mack. It has no value. You pay for the risk for the year, 
and at the end of the year it has no value. 

The Chairman. But give it a value under this act, and let a man 
take that as a paid-up policy, and let him quit paying the Govern- 
ment, and let the (rovernment get rid of the whole liability. 

Senator Smith. Why not so give it without regard to the in- 
surance policy at all? 

Judge Mack. He could keep that with the cheap rate or convert 
it into ordinary life. 

The Chairman. Suppose a man was insured for $10,000, would not 
it be to the Government's interest, if he were willing to do it, that 
at any time after the war, if he wanted to quit, say, within five 
years — of course, it would not do to make the period too long — to 
pay him one-tenth ? 

Judge Mack. It would not be to the Government's interest. If he 
is sick, the Government ought not to waiit to do it ; if he was a healthy 
man, he would be the best class of insurance risk there is. 

Mr. Ide. I will now conclude my statement. This is simple of 
administration, and the only doubtiul element in the calculation of 
its cost is the war loss. It is fair to all, and no one can feel he has 
been unjustly treated or placed in a position where he may be robbed 
of his insurance because of future financial difficulties. 

Congress has an opportunity now for work of a grand constructive 
character. I trust it may not be injured by the aooption of theories 
which appeal to no man of practical insurance experience and which 
open up a vista of future expense and complication which I am sure 
its advocates do not realize. 

Mr. Chairman. I have a printed copy of some remarks on this 
subject which covers the ground according to my viewpoint, which 
I will ask to be printed as a part of my remarks. 

(The matter referred to above is here printed in full, as follows:) 

WAR-RISK INSURANCE. 

(ComraentK by George E. Ide, chairman of insurance con^mittee appointed by the Secre- 
tary of the Treasury July 15, 1917.) 

Before proceeding to a study of the features of the bill now under considera- 
tion, it is necessary to rehearse the connection of the insurance companies 
with this matter In order that our position may be clearly understood. 

A conference of insurance men was called by the Secretary of the Treasury 
on July 2 and was larj?ely attendetl. At this conference a general plan of 
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compenKation proposed for soldiers and sailors was outlined by the Secretary 
of the Treasury and by Mr. Sweet, the Assistant Secretary of Commerce. 

During the discussion the representatives of the various companies offered 
to the Government, without charge, the services of their experts and any other 
assistance which they might be able to render the Government in t^e framing 
and construction of the bill, clearly expressing it to be the sense of the con* 
ference that in all matters proposing compensation to the members of the 
military forces of the United States, where the Government intended to pay all 
the costs and the companies could not be of material assistance to the Govern- 
ment in the administration of the proposed law and that the association of the 
companies with the Government in such an enterprise would only lead to 
unnecessary complications and expense. The question of what would be the 
best course to pursue and what would be the attitude of the companies if there 
were inserted in the bill any benefits in connection with which the enlisted 
man paid part or all of the premiums or cost, was not presented to the 
conference. 

This distinction is of vital importance in any proper consideration of this 
measure, and it must be constantly borne in mind that there are two classes of 
benefits proposed in this bill. 

(1) Benefits where the Government assumes all the costs and disbursements. 

<2) Benefits where the enlisted man assumes part of the costs and disburse- 
ments by paying a premium, and the Government assumes tlie balance. 

At this conference which was held July 2 it was decided that it was im- 
practicable then to discuss details, and the Secretary of the Treasury an- 
nounced that he would appoint a committee of insurance men to consider a bill 
which he would submit later. This committee was appointed, and I represent 
it here. It was composed of men experienced in life, industrial, and casualty 
insurance. The actuarial societies, the National Association of Life Insurance 
Underwriters, the American Life Convention, and the fraternal associations of 
the country were all represented upon this conmiittee. The committee was 
made up of men from all parts of the country. We w^ere requested to meet 
at Washington, Monday, July 23, to consider plans for the insurance and in 
demnification of soldiers and sailors. 

At this meeting the Secretary of the Treasury presented to the committee a 
tentative bill which, as stated in its title, had been prepared by the advisory 
commission of the Council of National Defense, the Committee on Labor (in- 
cluding conservation and v^elfare of workers, Samuel Gompers; chairman), and 
the Committee on Labor by the Section of Compensation for Knlisted Men and 
for Dependents, Julian W. Mack, chairman. 

This proposed bill opened up a new system of compensation for our soldiers 
and sailors, and was necessarily full of great detail. Its scope was immensely 
broad and comprehensive, and the future expenses to the Government involved 
therein were enormous. In this connection I might state that at the request 
of the Secretary of the Treasury a number of actuaries had been called a few 
days before our meeting to estimate these probable disbursements, but these 
actuaries were bound to secrecy, and our committee did not at any time have 
the benefit of their investigations and conclusions. 

The proposed bill was shown to us at 11 o'clock, and we were asked to report 
upon it in the afternoon of the same day. As an intelligent report upon this 
measure could not be given in that short space of time we were granted an 
extension, but were told that the greatest expedition was necessary. After 
constant application to the work we presented our report at 11 o'clock on 
Wednesday. July 25, and I shall leave a copy of this report with your committee. 

I might add that we were instructed to consider all of our deliberations and 
conclusions as strictly confidential. We heard nothing more about the matter 
until the bill was introducetl in Congress, except that the tentative bill as pre- 
sented to us for consideration was freely discussed in the press and the state- 
ment made, doubtless without authority, that our committee favored it. 

We are here simply to restate and emphasize the general opinion expressed 
in the report w^hich we made on July 25. 

T^t us first consider Article II of this bill : 

Article II. Allotments and family allowances: As stated in our original 
report, our committee is in entire accord with this principle, and the plan in 
general has our hearty approval. The question as to the amount of the family 
allowance and of the allotment in each instance is one which must depend 
upon the decision of Congress as to how far it is willing to go in this connec- 
tion ; and the question of compulsory allotment of part of the wage in the case 



t 



% 



of enlMcd oaen liftving^ino depeiidefnts is a aiadtser which i^dufd bb"^v«inp< MtfM^ 
Heriomsfvxmgkdetktioni- l^er^is gnMit danger toe ittjusttcer.tol tlite «ttl1iM^ ifltth l«i 
ooiEi|i«ilserar'attotnem<^K><li0i'etliete are nod^peiidentaj !pfl^}<^ftii1y M^ttfit^'Wd^iVer 
of 'thl9 prdv)sion:ia<af)paydiitly irabjecl to'fegulatfoils; t6 b«^ ii]ftd«'9ti) t)*^ ftititf^ 
which masT' not beoif a si^ciiihtlyi definite oharattier i^o m^t tfti^'y^ttilf-«lti«^t} 
of ea«U case.' la order to 4o ^tiU Justice uiidcspisiuih b fbtoti6i«mv atnlnv^tl^^ 
tidn i)f the bitHlnesg tand other ^obligations of < tim enl^ted: nlto (Wotlldi I^O'Ulscid^ 
Uaary, ; in • eaDb; 'inatdnoe^ ' tovoWlbg • 4Jin 'aniKyaat > at' ^etatl : ^l^orit' TMhl«fo • ciiiiy;Mt! ^b^ 
overestimated: It^ium^t alab* be ^orne in luirid tliat' tlieieDiM^'manj''ftt ttt^ 
titae • he . enliisted^ : ha Q no knowledge or- warning ' that < anj^ i t^ieti ^iiirovl^on ' WouM 
be ad<te<l tah Ui^' contract iwitli the GoYeramttnt^ and li^ill '|>r«^iibly< ia'in&ny 
instauices' resent this atuendaient which is thvs forced upOii> hinh • • • o i : - - >^ "i 1 1 1 • 

Ajrtidle IJI-Oompensation' for deith^-oriicttsabillty : Ttiiwlsfa rtOBti^ffnta^ftt^ 
henHiiT«» matter iand tlhe J^peQifteproTisiiona thereunder sthoolQ be i^evtewed moiit 
oarefiilly. : It is quite ecmpletely oovereci; by ouT'«oaimittee»» pf«0otts:'rep<MfC. 
Any estimate of the future expenditure involved under this article is"e»tP©niGly 
tlQdlHcuU..aQrt;it)ii» probable diat'any esstimnteiwill \m too* saiia)l'35atliOiv!thaii itoo 
largVt- . ■'.' '• '• .. ; .' •..••• ' ' .' •'-•..'<..•. -n- .' '' '•."• .-.M- (:•»!«< 

The present difficulties in forecasting the probal^le; fudUre 4icperl«nc*e-iti>«tli* 
adminiHtratioh of tlriK-comiienl^atimiiaetiare tniiinepcmh. Amonie: these 'iWffic^ilties 
we aitaply.narae the followlngi: {Fite^lieoluite 1aipOaMibillty»i(rf' foi^cfewttrig 'ic^hat 
the future injiaries- to ernKsted men may he, how serious they niay bei j¥B)d>w<hat 
the death rate may be; the 'nncettainty of Che oftltfUlHition» a«> td the -mottadaty 
amonjj the beneficiaries. und»P -this compensation aet-; tte untfertaiBtst »P |i«»- 
,dietlii9 the ina rriage rate oifi ' witlOws -or .widowed ttiothens^ ' <iiV' ^v*licfls j dabes ■ ^ii!f»- 
'roent of tlie eompensation isto continue* tiatll two = years ia^'ter t^dmflarrtafeeivitfve 
aTierftge age of tlie infant bemeficiafiesi These' are'#>niy-a'few ef Ifhe! unoevttiiti 
factors' wihicii ertteiriiDbotlie'problemi/ > .> r •.>!, .ii • ,i. :j nl 

The pffo vision as to the napplying iTf a ©ilrse oiJ an attentianti for ^n to^tired 
permoft totally disabled or helpless i« one which is manifestl':^ opento tlftfegneatett 
abuse in its ad»>lMi«tration. ■ ' • - ■ • :«. '• '»;;;.;( 

Those p«int» »re oOrered byodirplievious report, ankl 1. would earnestUrt' i^oin^ 
nieud a careful study of that reimrt as it apj^oBS tlieretoriDhe^'geiidital' iiim'Of 
this* article of the bill, which i^J'to provide a 6«ientiftc ba«is of •oompisttsdiflon 
fordeatlrordlRal>inty in li«m <>f antj^ sirHteniof pfeoSidns like* tihleotieati^i-eseat 
pi-evalMhg, is manifestly sound arid' Wiise. > Irt the eoiaslderatiiim o<! fsw^h' 'a 
measure it shoidd» tn o^itr opinion, be the him of the 0oreriime»nft t<v pmvide 
Adequate (and liberal <?oin|)ens*tioo for= oitteens wb6 hdve eotet^dfi iiil<0 thlA 
hazardous occupation for the country's g4)0d, bttt the Mil «iHiyt tx^ i«<rttiwi!t'ftee 
from ail ambiguity or exCravagianoe and ittntted in tts'ai>^littition^«a'JChos<*'^lio 
at^ actOAlly and not sentimentally dependent iip6d the enlisted inan. ''<•■■ : • r • 

A'corefnl-wnsidei^tion of these general principles migitt piWi^fc'iy l«adf'«o^d 
f«*Tl«fcffn of sertion 22, page t, whdre the matter of presumptir^ Uttifffage'is t^^ 
stdered, -and of the' fiirthet"r«eferi?nc^ on pag6 8 of <h0 «aifle ^<^tfl>tt"tO' Me^v 
children, lUegltimati^ "i^Wpen, ste|)fathets, Mtepmoth«i*rS;, ivfrtf-brntfiers-, »ttlf fel»^ 
tors, stepbrothers, stepsisters, eto. ; and; fnrthei', n may be found tit^ott i-Hi<^tt1 
analysis of this article, togeth«"wnh th«& preiiiwlnaii^y provisions <if the ^blll; -that 
f he rights of divorced persons have not been mifficiently i^lear^y it-MirtWl. ' 'the 
attitude of our coMttitttee to this plan of cortlpensatibn was ttjost f!»fetidlj-, tti^'ls 
shown by the fact that In Onr former report «we suggested *ninci'ease ih the 
proposed compensation benefits iu' many rnstati^es. '■ • '^ • ' • • - f » 

Article IV. Insuramie: Section '40© of tlie bill state* that fho^dei* to'-^te-bti; 
erwy <*(unmissii>rted (►ffkvr in\(\ enl listed nuih:' etc., oiniortuiiity' to secure* wffcm 
equitable terms greater or broader prcVtectlon for hlm^eW and lyi';*;' (let>ertdents 
thaii Is priivfded In Article III, the'Fnitw! States shall, under certalh fondit^^s; 
fittiht InsurjtiH'e against the dertfh or t^ita! dlMbllityof any such pert^on in'rihy 
multpie (vf $;'5(X>, in amount's of not less than -^1.000 or mc^re thjvn .$10,(XK); IftVkVh 
the payment of if)remlums as pmVid^'!n the 1>ill:" ' ' '= ' ' '• ''♦=•'• 

• In oar opinion there IS not sufficient reason for th^ adopflott of ahy ?^ich 
plan. The requirements of any class of persrths fbr* beiiefits of ai^y Whd titidef 
abnormal conditions are best measured by tile V<»lunta^* act^ of thtit' class liHtier 
normal conditions. " . • / ;■ m-; 

On the basis of fl^fes recefved from tlie insurance departtnMit \if Ww'Ybi'k 
State, the total atnottnt of ordinary ihsurance iii fbrce on tV-enilier ^l.'l'ai'e, ih" 
<k>mpahles doing business in N^w York State wai^ 9^^,514.000.000: ^epre$entihg 
S,8»l;00a policies, the average si«e of the policy bellig ab6ut $t,«00.' T^'e tot^H 
Amount at insurahce. including ordinary ftnd industrial; wrtS r2'0,T24,{)00,6lOO, 



ii^QV^i ^5Q0/i . . Tjjns !gi V(i?H ja : f ftir. iatlie*ttf oii ;^f itfb^i eaiger»i«H» iwith i whit* ithd igeAeral ^ 
piWi^iHTftVl^i •itSQlf wttU ! i^iiuraiamiitt . riWJnpaJi tiin^. .Tt'JfteBi itliere-is rSiOa kj^^ioil 
menace to hurimftiWiffi' Jw* QOO^Ideirln^^ tlle/averasetiiMNJie^tidiii^iCbnf: 

s«^«f«i^if>i]|<iuvst l3^i8)T^n to Vmiitiet,4ii9i'.imtthki ceUeulaMan xmi[aGcoimt;bas'*b^n 
tak^^ iQil the /gmat auE^bers'ViiD.aire n«l)< in9U0^ lat all; landii^nrtUerHt'to.theiifacli 
tbftt* i^liittoiei >7om)3eii .agei»j itlie. 4imo»nC :od9 JlmTiralic»> tM>viel?ed' t)yi i tlid lat&Astf^i 
Pdlic j^ il9 less vtlian i »t t^: more BUiiQare lOig^Si )Ti»»e(f ore ^ iwoiHrl l scens^ rsd .tf ' imi 
albtJ9in^i{tig.itjci.imkid)tiiiHpir€ivision !bo tttnuble th^ '^Ufitdid muL tapUocmeigreaDdri 
:i]nf<l((4Qiitoftdii^r<>pti@dtectibn> i(o^'hinlftelf ami h&B AlepQr«l«4at^^ltile')(kr\^erflltI«^t'Hl^«rb' 
e«kt^riB9' imtoi i a^ pl&ti cd! dv^rfttai^le ' dicdDmraement i iAihich> i Is ' nbt^ Fetinlred : ^yrtMey 

(-4MxipemBaticln i pvovi^ofis*. ^nt^d imilsil ' Aif ltlo)e ISI; wilbhout* (!0(Mtl^|itlon« of '<ib«] 
i in]t])efiflcr>fidvai1taiQ»tii lacbraiali: tmdekr •^^trtiole Di/: \fier/iiBd t ttKfl^ 't^ i 'ibiupjinvfUti^Mik' 
to •thehniidow) alone Is (dquiva1)^h« ln> itl'beiiiefits .to'*otile««it<i$6|l>00^o^ lif^<iat^»rt-i 
ance. This is the minimum comtlietlj^dtionj)!w4iiii&itluefiD«ximum <}o]i]petisflt(biXii8* 
ebaivai«irt 1fO< «* 'tehst"$3j5,0(K) •©* Mt^ iaiwtiriancie. -Ttie xninlhmHi anieucit'.of icAin- 
ln^niatMn ii;*'h4«h ' ^1 1 < fte tittyAWd < to > w - widow j ;andJ . two i^hHdP^h'' is ' ^tiitrtaiiivt' t4' 
ji!botiti '$8j5O0i bf . iii»iir«neei' » ^m ; cir»ei ' of »K>M»A*)itt!t.v' »ft»ottinl«Jjttj^3r! tffoe^'ftilhiWiMwi' 
a-Hiwvmio^.of $40:hAs'«ipte«Wit'Vfl<lt!Uft^of $ft(^lOdO, SWHUklfrt^'tS^ cmtin^em'^9*mt4f' 
(*'*teiiiftfltt^ to«t)W)to«bl«f!d«]wenaerrt^ a't^ififi and 'twin ^t*' 

mdue' eMdi^nv it he' iwvi«ettt net Vjilne s «f the' ilW)pk^e^ httti«$tf>' -is $12,00([>, "N^^ith * ' 
imasdhmoA iii^ntMy kimQp^me&t{<m 'Of ^$20^', kbe> 'net?- K^^iie'^P-'ttOiicW-^m^ $d3;000i' 
("Ste 6dr)pi:»errto«6 f^pDrt. >-■"'••" '"■' 'i'';'/' •> ..im.i'^im m; .(.;i'i /m. '...i.'ii'io -iiH. mI 
i»lw atlM'cotlHld^aami'aft to th^'tc^^m^^itf oPMdt^nng'the^^s^ 
v-lsrorisi«^'Avti«le' IV,: j|;5fi*{)rp^r 'att^niftod ^hb^iid W ^v^n to the* maiiif^sft lilimmy ' 
of Article III, and for purposes of comparison; »tlTe^ ttt^nefits faitiiflile <i^dkye^d't(^' 
tttPittftJo^^lif^lmjiii-ttftc*^: I^fkci^, thfeilbW-ftl t^i-k^V^siJOtt^ <yf 'th^^om^sktf^ni ^jirt 
of^nWs bill ar^i visfiv 'in*^kc%ss't>f 'ftn^thlti^ preyiMisIjr ic*bhJlide^fed"aftd'yihottld,' ill< 
f>br 0i)inlofi,'tnftfee'niik'ple»t)rdvfSfM)ii'f1dr'thie mett'ttf the/ArnttS^^'Navyi^^ftt^*.' We Iw^' 
lim^^ ihat 'this bw)Vis*o* flit ihstrrafltfce- -W 'Ublkec^fettl'^ but f ei^liiifg thfeV ■ ti^i*blj^ ' 
sttiOtt»tt» ipt*€ivlfetofl'*il^ht'bft fedWSii]^' i*"*^iEiS'^ggfe*ted' b.V 'Otrr 'cofflinmee ih itis"" 
plt»ei«i6as ¥€*r)OW[ tihat 'tli^' umtfed -states ^Gefm^Ammt t»fly ,• tn ' additioti ' to • thfef • «t^e^ ' 
bbtie&tife' 'uM6t*! this blll/tt di^ath' bfe«i*fit 'of "$1,000;" pnoVldfecf 'deA«h' ocbiit* 4?tlWb^- 
set«^ic^ dt^ ^Jthih Hvie^eatl^ aftfeb the dat^'Of digk»Hafge'? thfat this' de^th'b^nefit ' 
sftsdttWttot cfeill 'for the'bttym««t'of aiiv^r^iiiiitHim'W 'thrfeftllsf^'^fth, and' thrt^ 
it-g^oiild b^i'Myabl* to fttirttam^ bfetJefieiaty 6i« iO'the'estat^, ffnolDefl^flciali^'' 

•^AB^to tWe «t)^«^c (&We<tt of tltt^ iii«Ui»ftttcfe bflP€ifed':tind*r*'ATtt(»ie IV, !l!'dde^ ttftt' 
se«ttl afeJH:hmf.s?h''flie ^am^^l^of the bith-i^otild'haVe po^fbiy y*(lnwtd^ed ^h^-t^irnt^^' 
tii^\' (fpfStmionof'AM^ a= tt3!eag(tfi^e. "It'ls |)i*opcl«ed tooffet' td*^v«^ ttiaJn In'th^' 
irrtlitfili^y'iseffv'i'<»'^'iiimtranc^ ib a'Aa^unts frohi $l',D0O to $liO,0(!W,!at'ia tlet'JiiwKittl" 
pfiettti^iA- WhitOi wotrid'^i-obkblyiav^a^e ^per $li,O0O; thfe iGbv^fbitetent' tk»> bleat- « 
M rt**'ejtpenyes"<)f «edmliWstrati€(M' and all'the- coet of 'eitrft' motrtality arisiwg:»" 
fr^!wj!i*'oo*i^itlotis. "In 'ot*fei' Words, by't^fep^^^ of ' $8 p^l- '$l{OO0i thM-- 

srtMibt*' "^^aiib^'iAttle to 'pni^thaser itt^ranwi^ at a- tfier^y' nOMiiwairat*^.- ' It wa^i 
sA¥^fested'tbft1::it'wa8 the iritiihtiOn'bf' this i^rovfgfon to ttiaktr iie'l>o?3«lbt^'fo*' 6ftcli ■ 
nittft "tO'-sefetit-e !>n««rant§ in ft«^dttiice' 'with Vh^ ^«inci»l ■ rc^ulrbtndnt* of -his • 
d^ridettfev b«t htttaa'n nata^e beltig a^ !t is,' caii i(Wi(G» for 'a moniettt itriagiftfe"tlM!t^' 
the twxAr^t ewWstfed tbanrwTW> httstft^'leaMflwaAcltttrespfoi't^ibil'HIei^ w^ liotbe^ 
able through his family or friends to at least provide a payment of ^^'^r-.y^at 
(l^srthttn! |rr'j>el-ttMrt*th),'ltt oi*d€* to secure lii 'the etent ofKis d^ath a "paymebt 
fr^to'the GOVel^itoi^t <jf '$10',OOO;'.w1iidi ib lAany i»a^tan<?es ^wOTl'^eetti like- aii 
aittple' fortune? "'"•• ■'' "••'' = ■ -•"'"•' •■ - •.•■<■•■■. ■■• ■. • •..■ ..: ,..••.■-.- ^'^ )• 
If, however, such a man is unable through his friends or family to si^Ctft^' 
this fl^artcljVl aid;' \Vill S;tb not see spHn^ttrui'trtmeclia'tely^ after the adoption 
of 'Stich al measure an army' of willing lenders, to aNsist in'tbe ^a.i^m^nt of ftdch- 
a tw*etiiii!ihi? Of 'Wtrrse, an efffoi^' has been ttfade'to prevem the acthril- p'l^^je of-' 
this insurance as security for the advance of premiiims- by the Ihset-tion of tlie ' 
clauife'e thai' this ihsnrane'e ^htlll riot be assimilable,' atid f^hall' 'no* be stibject to 
claims against tbe iuKufed or' beneficiary, abd that it should oid.v be payable to' 
a *pebifiic member of the i^Wured*^ taitiily. Hott'^ver, it can nbt be imapjined' for ' 
a inomeht when "the benefit is so great and the premium so sinall fnprOpbi^tiOn'' 
to the benefit, that arrailgements can n^t be i^eadlly made between the inf^ried- 
and his frieilds or bis finahdal beipets to ^ufficientlj^ t)rotect the party Who pHv ■ 
po^e^ fo advance the premiums to the inf^ured. In the opinion oif iairexperierice^'1' 
insuran<^-e men whomf I have beeb able to (^onsi^Tt, the T>ractical working Oiit tSt' 
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this nrticle would be that every member of the military forces would arrange 
to take the maximum amount of insurance possible, and that the average policy 
would be large. This article is full of incentive to adverse selection and to un- 
limited speculation, and will result surely in unjust discrimination. 

The statement has been freely made by advocates of Article IV that there Is 
no discrimination under this article as our committee alleges. It was stated in 
the letter to the President of July 31, 1917 (see hearings before the Committee on 
Interstate and Foreign Commerce of the House of Representatives, Aug. 11, 
1917), that "this rate ($7 to $8 per $1,000 of insurance) would make the cost 
of $10,000 insurance only $80 per year * * * and would enable practically 
every private to take the maximum amount " ; and yet In this same letter the 
total cost of this insurance against death and disability (Art. IV) is estimated 
to be only $23,000,000 and $112,500,000 during the first and second years, re- 
spectively. These figures, we are informed, are based upon the assumption 
that only a small proportion of the enlisted men will take this insurance and then 
only for an average amount much below $10,000. 

If In any case we have, as is the intention, an army of 1,000,000 men and 
these men take policies of an average amount of $5,000, the signing of this bill 
would Immediately bring into existence under this one article a life insurance 
company having $5,000,000,000 of life insurance in force before any proper 
organization for the handling of such an enormous enterprise could be established 
or perfected. This amount is about equivalent to the insurance in force in the 
three largest companies in the world doing an exclusive ordinary life business. 
In our opinion any plan of insurance which involves a part payment by the 
Insured and a part payment by the Government is wrong in principle and 
impossible of just administration. Here is the vital distinction to which we 
referred in the first part of this report. 

Article I. Organization and Administration: I desire to call your attention 
to a few provisions of this article. The Director of the new Bureau of War- 
Risk Insurance is to receive a salary of $6,000 per year. The commissioner of 
the military and naval Insurance department shall receive a salary of $5,000. 
The director has power to adopt reasonable and proper rules to govern procedure, 
to regulate the matter of compensation, if any, to be paid to claim agents and 
attorneys ; to regulate and provide for the nature and extent of the proofs and 
evidence and the method of taking and presenting the same; to regulate the 
method of making investigations and medical examinations, and the manner 
and form of adjudications and awards. Deputies, assistants, actuaries, clerks, 
etc., shall be provided from time to time by Congress. Section 15 gives the 
director, the commissioners, and deputy commissioners extraordinary powers in 
the Issuance of subpoenas and the compulsory attendance of witnesses, the pro- 
duction of books, papers, documents, etc., in any investigation of any matter con- 
nected with the jurisdiction of the bureau. A brief comment can properly be 
made here in regard to this provision. It is open to the very greatest abuse 
and is in our opinion dangerous in the extreme. Sections 17, 18, 19, 20, and 21 
have to do with the funds which are to be established for the carrying out of the 
plans contained in this bill. Our committee has no means of knowing whether 
these funds are adequate or excessive. It is of the greatest importance that 
Congress should be fully Informed as to the prospective cost of this general 
measure. These facts can probably be obtained from the actuaries, who at the 
request of the Secretary of the Treasury, made an investigation into the bill as 
first proposed. 

The definitions contained in section 22 as to marriage, adopted children, step- 
children, illegitimate children, grandchildren, parents, etc., should be very care- 
fully reviewed in order to confine the benefits under this bill within proper 
bounds. 

This article, if superficially read, seems to provide a reasonable and workable 
system for carrying out the provisions of this law, but before its adoption Con- 
gress should be well aware of the enormous scope of the measure and the diffi- 
culty of its proper execution. 

Leaving out at this time entirely the consideration of the administration of 
Article IV, let us confine ourselves to the administration of Article II. having 
to do with allotments and allowances, and of Article III. having to do with com- 
pensation benefits for death or disability. The beneficiaries under these two 
articles are very numerous, for it is the object of the 1)111 to provide foj* all 
dependents. Taking as our basis an army of 1,000,000 men, if we stop to con- 
sider the varied family relations and circumstances of each individual set of 
l)eneficiaries, a fair idea is gained of the complexity involved in the adniinistra- 



WAR-RISK INSURANCE. 31 

tlon of this bill. When we read in the provision of Article I of the exe<utive 
and clerical machinery which is to be established to carry out the provisions of 
this measure, we can not but be struck with the apparent lack of appreciation 
of the extent and seriousness of the business involved. Any one who has had 
to do with the handling of insurance matters in any company of any size 
Imows the difficulties involved under any plan where wide scope is given in 
the creation of numerous beneflciaries under each policy. It is necessary for the 
Government in the proper discharge of its duties under this bill to keep track 
of the dependents of each and every member of the military forces. This de- 
partment must know whether the widow marries, must be promptly advised of 
the death of any beneficiary, must keep track of the ages of each child, and 
must always be sure that the information gained on these points is accurately 
jjiven and is entirely trustworthy. If the question of who the dependents may 
be is definitely settled at the time the disability occurs, the matter is complex 
enough, but if, in addition to that provision, the Government should attempt to 
introduce as new beneficiaries children who may be born after the disability is 
incurred, and new wives who may marry partially disabled soldiers, etc., the 
complexity of the problem almost passes comprehension. 

Under the terms of this bill this enormous institution for compensation 
springs into existence Immediately upon the passage of this bill and its signa- 
ture by the I*resident. There is no time given for a gradual building up of organi- 
zation, eacli step being based upon practical experience, etc.. hut the organization 
must be at once complete. It will be necessary to have a staff of reliable inves- 
tigators in every section of the United States ; the reports from these investi- 
gators must be accurate and free from local prejudice. A tabulation of their 
reports must be exact, scientific, and methodical. Above all, the payments of 
claims, in order to satisfy the beneficiaries, must be prompt and businesslike. 
I do not mention these diflJculties %vith any desire to create the impression that 
our committee believes the compensation plan impossible, but it is not fair that 
Congress should pass such a measure without a full appreciation of what it 
involves. The complexity of this detail is very much like the complexity in the 
problem which confronts the administration of industrial companies and their 
scientific methods, w^hich are the result of years of study, will furnish some idea 
of what is before this bureau of Insurance. In this connection, it must be care- 
fully considered whether it is possible to secure the services of a man compe- 
tent to administer the military and naval insurance department at a salary of 
$5,000 per annum, and a proper director of this vast bureau, with the powers 
which are granted to him and his associate commissioners, could hardly be 
obtained, in our opinion, at a salary of $6,000 per annum. 

The above remarks are made without consideration of the administration of 
Article IV, If adopted. Suppose our Army amounts to 1,000,000 men, and under 
Article IV. these men elect to take an average of $5,000 Insurance, which Is not 
an extravagant estimate, this new bin-eau will shortly have $5,000,000,000 of 
insurance in force. I have said in a previous part of this argument that this 
amount is about equivalent to the total Insurance In force In the three largest 
companies In the world doing a strictly ordinary life insurance business. These 
members of the military forces who take this Insurance must receive notices 
of premiums due, and in this connection it must be remembered that they will 
be scattered all over the world. Receipts for remittances must be forwarded to 
them : close track must be kept of whether or not the premium payments are 
made; proper plans must be devised to provide for the payment of these 
premiums promptly, even if the men are in foreign parts; and all the details 
of a regular life insurance company must be carried out. 

Turning to section 402 : " This insurance shall be payable only in install- 
ments," and provisions for certain ages, for continuous installments during the 
life of the insured or beneficiaries, or both, for cash, loan, paid up, extended 
^^alues. etc., may be provided. If the modern life insurance policy with all 
its provisions is virtually copied, under the provisi<ms of this article we reach 
even a greater condition of conii)lexity than is at first supposed. Is it neces- 
sary for me to further elaborate this statement? Is it not enough to simply 
call your attention to the fact that what this bill provides is, in brief, an enor- 
mous bureau of compensation and an enormous bureau of life insurance, the 
jidministrative cost of which, if properly conducteil, must be from the necessity 
of the case very large ; and, further, that in the consideration of this bill Con- 
gress must accurately determine in advance what those expenses are likely to 
be and be perfectly sure tliat the organization is soundly provided for under 



Article 1 of ttifs liill. THe huttt^er uilH M VM<.v mwh- «imT>liffe(l If Article^ IV'4« 
elitfrely sti-kUc^i otit; a>4 we "SujinB^eW:. • - '. . ^ .1' , 

"In rei^'nt'fl to the j?eiiefiTl plan, our wnnnltt^ beli^vet* Ihttt tlie United 'Htatcid 
j^hourd adopt some r>lan for lirorhUflg compeArsation ftnd* ^nd«mfkity fi>i»'6iTrp 
sbldiers arid sailors; " • • - - -■ ■ .,.--*•■ [> mi 

We believe that the tertas of these benefits felibtild be- definite aiHl fciiown Iri 
adiahce; <?cr that they' become' |)art of the enlisted nsanVoontmct • " 

^Ve believe that t^ese benefit* Wiould be li^ieral an<d'tii toeeping with otit* 
national spirit and our natioiial -wealth. • •. . • . . ♦ . :» , . . . ; . 

We belfeve, hOTTCfter, that sucha plan nui«t bei seiehtiftcaMy dev4«etl and that 
Its scheme of adililnlstratloh must bfewisfr,' nficfthodicjii; and economical. -■ 

We believe that from this btll there must be eMmitiRt^d all elements 'Wiiioli 
t'rre based upon anything Imt solmd bushifefes prlnoipife, aftd in this >ue«uiure no 
provisions i^hould be'coBtahied which; althoragh tlieoretic^ftlly desirable, arel 
practically of doubtful -vftl we.' ^ f ' ; 

We believe that Article IV is vicious In principle and that;' In vlew'of tlie 
lll^eralit^t)f Articles If and 111, it is al*;()lutely mmw^s^ary and slwmtd bo 
eliminated. ' ...... ,; 

' We believe ttrat I'he amount of lienetit t6 be di^itributed in e»cli li>«;aiice 
sfwHiTd be deterTnlued by the <*ovtirniitent awd rnH by the indiTldttal soldier. ■ ]- 

And we believe that the c«st>* an«l dl*<burse?iieiit^'shoidd be Iwrrie vrholly by 
the Oovennnent. • ' j . . 

"Snchaplaii will add muteTially to the entftui^tflsni and lay*Jt>- of the enlisted 
inrrn, Whb will feel that the IVation is appi^eeiatlve of his saerifteea 'and- 'will 
tal^e' (^r^ 6i hlri def)end^its if disaster coines to him.' Purtherinorevi such « 
^n; sclerttifioany cortstrw*ted, should do a>way for n« time wlWi^mr preeetat 
system* of peilsions. . i . .• . . . 

I iThe.CiiAiKMMK. Mr*. BlaftkUucn will Jaebear4 now. '..■■ , , ,., 
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. ilx* B^-ACKHUBX* tyvxll be > xexy f<i\y minutes, % wuk p.JaQed lipou 
the MeAdoo committee really as a represenliiative lif e^inaurauce ina^ 
fo^ the southern and western campanile. ' The pendiftg bill propose* 
that the Government sh^iir enter iipori a riational scheme t)f life itx- 
i^urance^^ ^ejif-p^petuatuig and permanent in character. 

' It iS' proposed to grant life insurance contracts to such as apply 
vrilhiti 120 davs, in Slims from $1,000 to $10,000 at net premidin ratefi 
on. the annual renewable plan during the war, (convertible after th^ 
war into. regular forms of old-line life insurance at net premium, 
rates prevailing in times of peac6. Th^ Government assiiitnieaexpeokSB 
of adhiinifeti*ation and pajfs the excess mortality and disability cost; 
Tlie pight to convert policies is set forth in section 402 in the fol- 
lowing laii^uage : . 

Trovlsions for fnaturity at certain "ages, for cdntinuous ' liisthlh"neiits duwng 
the life of insured or t)ene4iciaries, or both, for cash, loan, paid up ankl extend^ftd 
values and such other provisions for the pi-otectioii'aud advantage of and for 
alternative benefits to the insured and the beneficiaries hs may be found practi- 
cable may be provided for in the contract of insurance. 

The language of tlie law would seem to mean tluit when the con- 
tract is applied for originally the applicant shall then indicate the 
form of contract into which he desires to convert his tenti policv, 
and the contract shall so specify. Capt. Wolfe says, however, that it 
is not intended that the conversion of policies shall be considered 
until after the war. 

The Chairman. We will now have to take a recess for about five 
minutes. . 

(Thereupon, at 12.05 o'clock p. m., the committee took a recess for 
five minutes.) 
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APTER RECESS. 

The committee reassembled, pursuant to recess taken, at 12.10 
o'clock p. m. 

The Chairman. Will you please go ahead with your statement^ 
Mr. Blackburn? 

STATEMENT OF THOMAS W. BLACKBUBN— Besumed. 

Mr. Blackburn. Just why the Government should undertake the 
creation of a department for the conduct of the highly specialized 
and extremely technical business of life insurance, just now, is not 
clear. The administration certainly has enough difficult problems, 
to solve without taking up the life-insurance business as a Govern-^ 
ment function. 

The bill creates a distinction between the poor and the well-to-do, 
which is unfortunate. The dependents of the improvident and the 
soldier whose family will require all he can spare from his wages 
are more likely to need this additional indemnity than the depend- 
ents of the well-paid officers and of men who have resources and 
independent income. The former may take no life insurance or very 
small policies; the latter will take the limit. In the one case the 
Government gives the dependents or totally disabled soldiers noth- 
ing, in the other case, where a $10,000 policy matures by total disa- 
bility or death, the Government makes a clear gift of about $9,000> 
for the premium paid is sufficient only to carry $1,000. Every man 
should receive the same amount, and the Government should pay all 
the expense if the pension provisions in Article III of the bill are 
insufficient, in the opinion of Congress. The minimum in that article 
for total disability is $40 per month and for a widow $35 per month, 
equivalent to more than $7,000 of life insurance. 

It is conceded that the rate of premium to be charged by the Gov- 
ernment will not pay for the indemnity. The Government under- 
takes to pay all expenses and the extra hazard of war above the 
premiums charged. In fact, the premium is a mere bagatelle com- 
pared with the cost of the indemnity in case the soldiers are ex- 
posed on European battle fields. The Government can not afford 
to make any charge for this additional indemnity any more than 
for the pensions provided in Article III. 

It is agreed that the death rate at the front will be 75 per 1,000 
men and that the total disabled will number 50 per 1,000 men. See 
actuaries' report approved by Capt. Wolfe. This means 125 casual- 
ties per 1,000 men annually durmg the war. In other words, the 
premiums collected from 1,000 men at the front, each carrying $1,000, 
Avill be $8,000, and the payments of indemnities will be $125,000. If 
the policies are larger the premium income and the expenditures or 
liability will be larger. 

The contention that the Government is under a moral obligation 
to " insure the insui^ability " of its men and officers does not appeal 
to reaj^on or experience. We can not guarantee the conscripted man 
his remunerative salary, his opportunity to make good investments, 
or compensate him for loss of home cc^niforts. society, and position 
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in his community life, though these are vastly more important than 
the opportunity to take a life insurance policy. But if we do attempt 
to " insure the insurability " of the boys who go to the front it 
.should be without discrimination, and the obligation can not be 
differentiated upon the principle of helping only the provident and 
forehanded. 

If the life insurance article of this bill has any real merit as a 
war measure, it does not furnish a reasonable excuse for keeping up 
a life insurance bureau after the war ends. Existing life insurance 
companies will accept all the risks upon all the men who take these 
contracts, whose policies have not matured, after the war and carry 
them for the Government at net rates, provided the Government will 
iigree to reimburse the companies for extra mortality due to war 
conditions. The Government would then save the bureau expense 
and the soldier would have a policy in an old-line company at pre- 
cisely the rate proposed by the Goivernment. 

If the Government be committed to the idea of optional contracts 
of indemnity or life insurance, with premiums collectable from the 
men, still the question of perpetuating the bureau can well be left 
open until the end of the war. If companies already in the field can 
carry these risks after the war at less cost than the Government, and 
they can, the Government would not be justified in going perma- 
nently into the life-insurance business. 

If section 402 is rewritten and connected up properly with suc- 
ceeding sections, the purpose of the Government is achieved without 
committing itself irrevocably to a policy of such questionable ad- 
visability. The bureau would save much trouble and expense, for if 
war indemnity is promised those who apply and pay premiums, no 
formal contract will be needed. The application and receipt will 
be sufficient. Section 402 should be amended by striking out the 
entire sentence beginning with the word " provision " in line 18 
and ending with the word " insurance " in line 25. Section 404, on 
page 30, should be rewritten to read : 

Thiit during the period of the war the insurance shall be term insurance, 
for successive terms of one year each. After the war the bureau may conclude 
contracts with existing life-insurance companies to assume sudi contracts as 
liave not matureil wliere soldiers or sailors wish to convert them into standard 
forms of policies. The premium rates shall not exceed the net premium rates 
based upon the American experience table of mortality and 3^ per cent per 
annum, but the United States shall reimburse such companies for the excess 
mortality experienced upon such policies. 

Such an amendment would relieve the Government of the neces- 
sity of creating a great life-insurance bureau, at enormous expense, 
and would at the same time enable the Government to carry out its 
program of " insuring the insurability " of the men taken from civil 
life into military and naval service. 

As a matter of fact, the thing called life insurance in the bill is 
merely additional indemnity. Article III establishes certain fixed in- 
demnity in the nature of pensions or compensation. Article IV pro- 
poses to suplement these as appears in section 400, with additional 
indemnity, the soldier to contribute about one-eighth of the cost and 
the Government to make up the difference. 

The bill would be clearer if the phraseology were changed and 
the word "pension" were substituted for "compensation" and the 



word " indemnity " for " insurance." The House amended Article III, 
so that the sums to be paid are uniform BXid not based upon so-called 
earning capacity, which is the basis of compensation laws. There- 
fore the payments to be made disabled soldiers and their dependents 
at death are strictly pensions^ 

On the 2d of July more than 100 life insurance executives called 
together by Hon. W, G. McAdoo, Secretary of the Treasury, voted 
their approval of plans outlined for separation allowances and in* 
demnity for those called into military and naval service. Later, the 
committee of which I have the honor to be a member was selected. 
The life insurance companies indorse most heartily the sentiment 
which recognizes the obligation the Government owes its soldiers and 
sailors in the matter of protecting their dependents, both during and 
after the war. We favor a liberal monthly allowance to the depend- 
ents at home and generous treatment of the disabled and bereaved. 
We deplore only the proposition contained in Article IV, wherein 
it is provided that the Government shall enter the field of life insur- 
ance because we regard it as impolitic, unwise, and unnecessary. 

A half century of experience nas demonstrated that private cor- 
porations can and do furnish life insurance at lower cost than any 
nation on earth has furnished it. The American companies have 
issued a larger proportion of protection than has been provided in 
any other land. The Government should not interfere with this suc- 
cessful, prosperous, and beneficent function of private initiative at 
a time when the American companies have 80 per cent of their entire 
volume of business issued upon incontestable policies, and conse- 
quently face possibilities of tremendous losses on account of war. 
They will experience other very great losses, of which mention need 
not be made. It is extremely unwise to suggest a paternalistic pro- 
posal which may do harm to the greatest single form of successful 
fiduci&^ry enterprise in the land. 

This must naturally follow if it shall come to be understood that 
the Federal Government contemplates entering this field in competi- 
tion with established institutions whose record of achievement, integ- 
rity, and beneficence is unparalleled in the world's history. 

The Chairman. The committee will next hear Mr. Cox. 

STATEMENT OF EGBERT LYNN COX, THIED VICE PEESIBENT 

METEOFOUTAN LIFE INSVEANGE CO. 

Mr. Cox. Mr. Chairman, I hesitate a little bit about speaking on 
behalf of the life insurance companies, because these hearings seeih 
to have taken on the appearance of opposing this bill. 

The Chairman. They have not opposed any part except that apper- 
taining to insurance. 

Mr. Cox. Even that seems to put us in the position of opposing that 
section. Mv attitude is to the contrary and the attitude of my com- 
pany is to the contrary, and we are trying to look at this only through 
the eyes of insurance men to see if we can what would be best to do 
justice to the people with whom you have to deal. There has been 
a good deal said on behalf of the soldier and what should be done 
in the way of giving him insurance and protection, and I am not 
going to add anything to that, because we are all in accord that he. 
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ought to have that; but I do not believe there has been quite enough 
emphasis laid upon what ought to be done for the beneficiaries under 
these policies. We have been thinking of the man who is going to die, 
perchance, or not be insured, and thereby will not call for his insur- 
ance ; and I do not believe tnis scheme quite gives sufficient thought 
to what ought to be done for the people who are dependent upon that 
soldier. Now, the trouble fundamentally, as I said, with charging 
for this insurance lies in the fact that it puts somebody between the 
Government and the beneficiary to say whether or not that beneficiary 
will be protected. You are concerned with the widows and the 
orphans, if there be such, at the end of the war. 

The Chairman. In that connection, before you conclude, I wish 
you would take into consideration in your observations the total 
provisions made^ the allotment, the allowance, and the insurance all 
together. I notice that a great many of these gentlemen have only 
taken the insurance feature by itself. The family is provided for 
under all three of these arrangements, so that the total provision for 
the family is increased very much and is equalized very much by 
adding the three together instead of considering one by itself. 

Mr. Cox. I will be very glad to speak about that point, because I 
have something to suggest on it. You must consider these three 
things as a whole, because the Government is paying all of the cost 
of the first and the second and 90 per cent perchance of the cost of 
the fourth, or what comes under section 4. In other words, the bill 
as it appears here, assumes that that section 4 is a necessary and 
proper part of that compensation which the Government ought to 
carry. That infinitesimal part of the cost is the thing about which 
I was speaking, which I say stands between granting full justice to 
these people. 

You put it in the power of the man in the field and he may be 
selfish. We know our soldiers are doing their duty to the Govern- 
ment, but they are not always doing their duty toward the family 
at home, and we are putting it in the power of the soldier to elect 
against protection of his beneficiaries which the Government is say- 
ing it is ready to give by paying from 80 to 90 per cent of the cost 
of this indemnity. That seems to be a mistaken policy. We as in- 
surance men have learned one thing if we have learned anything in 
the world, and that is that our chief energies have to be expended on 
the teaching of men to protect those dependent upon them. That is 
what makes life insurance cost so much. We are always arguing 
with a man who ought to take it for the protection of his family, 
and yet it is a generally admitted fact throughout the country that 
there is not enough insurance carried to-day to protect families 
against the economic loss that would be occasioned by the death of 
breadwinners. It is a human element which we recognize, and I say 
to you, gentlemen, under this scheme the bill will have an element 
that will prevent the doing of full justice, and if the Government is 
willing to pay 80 or 90 per cent, for heaven's sake let it pay the 
whole 100 per cent and see that the families are adequately pro- 
tected and let us eliminate the optional section of the bill. If that is 
not necessary to protect those beneficiaries, why not let the people who 
are taking the insurance pay the entire cost of it ? You are saying 
that this applies to the extent of 90 per cent. 
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Now, the bill is not consistent in just that respect. We commend 
the indemnity feature of it. Every good citizen must do that, and as 
citizens and taxpayers we must come forward and bear this burden 
which is going to rest upon the man conscripted or who voluntarily 
enters the service, and we are willing to do that. In this fourth sec- 
tion let us measure what the man ought to have in the way of pro- 
tection and give it to him freely. Let us liberalize the bill; let us 
approach it from the standpoint of what the needs of the people are 
and give it to them and then let it end when that time is over. 

That brings me to one thought which you have referred to your- 
self, Senator, and that is that there will be impaired lives after this 
war is over, due to the results of the war. Now, that should be con- 
tinued ^ it would be entirely feasible to carry that. We should have 
physical examinations to determine whether they were physically fit 
after the war, and if found impaired by the war, the Government 
should continue that, of course. 

The Chairman. And the Government will continue to insure the 
bad risks and turn over the good ones to the insurance companies. 

Mr. Cox. No ; this continuing pay for the injury it has done was 
necessitated by calling them into service. It may be measured in 
dollars if you like it that way. Those men who are unimpaired at 
the end of the war can do as they like about continuing this insurance. 
They can take it here, or they can take it with the insurance com- 
panfes, and I do not b^Ueve thk any insurance man is concerned over 
their election. I know we are not. We are not concerned about 
them and we will not take the men who are impaired. 

The Chairman. Do you think you could give them cheaper terms, 
so that their election would be in favor of you instead of in favor of 
the Government ? 

Mr. Cox. Speaking by and large, a private insurance company 
can insure people on terms more satisfactory to them than the Gov- 
ernment can. 

The Chairman. More satisfactory than the terms of this bill? 

Mr. Cox. I think so, decidedly. 

The Chairman. If that is the case, this will solve itself. Then the 
man will go to you and the Government will be rid of him. 

Mr. Cox. I think that is true doubtless of the man who is in a 
position to take insurance afterwards. Of course, we do not know. 
No one knows what will be the case ; no man knoweth what the bene- 
fits are, what the values are to be. 

The Chairman. It is our purpose to make the regulations judicial 
and not arbitrary ; they are to be guided by certain tables and rules 
and authorities and all that. 

Mr. Cox. We will assume they will do that, but not under the bill. 

The Chairman. Yes; that is part of the regulations of the bill, to 
be guided by certain tables. 

Mr. Cox. It is so indefinite that you are discussing about the matter 
.of giving paid-up policies and the values of policies that have no 
Talue. 

The Chairman. They are guided by certain actuary rates by which 
you are guided. 

Mr. Cox. I do not want to be in the position of arguing against 
my Government or the people who are running it, but I do say 
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private business is usually run more efficiently and economically thtan 
the Government service, and I can cite the Fension Bureau. 

The Chapman. No man with any common sense disputes that, but 
we are talking about what the soldier gets this insurance ^or. 

Mr. Cox, I think he ought to get it for less than what you are 
proposing to give it to him for. He should have it according to tiis 
needs without any charge and should not be in a position to with- 
hold it from those who are entitled to it. 

The Chaikman, Your proposition is for the Government to give 
the insurance. 

Mr. Cox. It is, absolutely. Under this bill it gives 90 per cent. 

The Chaibman. And would you not also have the soldier make 
his allotment of $15 a month to his family ? 

Mr. Cox. That is entirely apart and separate from this. 

The CHAIRMAN. Just as that would apply in one case, would not it 
apply in another? What the family gets is this indemnity and the 
allotment and the allowance which the Government adds to it and 
the insurance. I do not see why the man should not contribute to that 
allotment and also contribute by paying $80 a year upon $10,000, 
or $8 per thousand, for the insurance. 

Senator Smith. As I understand you, you say we require all of 
them to give an allotment, so that the families at home get the benefit 
of it, and if we leave this insurance optional it is simply a privilege 
that a few of the thrifty will take advantage of and the great body 
who wants to be taken care of will not get it. 

Mr. Cox. Exactly so. 

The Chairman, That would happen if they never joined the 
Army. 

Mr. Cox. I do not know whether it would or not ; if we had been 
allowed to solicit them, if they were not in the Army, they might 
have taken insurance. 

The Chairman. Do not the thrifty . generally take out insurance? 
That is part of human nature, and we are trying to put him in the 
statu quo ante bellum. 

Mr. Cox. You were saying a moment ago that they ought to con- 
tribute, and yet you are admitting^ if you are in support of this bill, 
that under the bill they should not contribute for injury. 

The Chairman. Because it is the part of the Government that 
caused the hazard — to carry the hazard. I do not propose that the 
soldier should carry one particle of the war hazard. What I want 
the soldier to carry is what his premium would have been in peace 
times on this form of insurance. 

Mr. Cox. If you wish to do that, why provide that this man can 
withhold from his dependents this insurance which you are supply- 
ing, whether or no, willy-nilly ? The trouble is that under the plan 
you get him between the beneficiaries and the 80 per cent the Gov- 
ernment is going to pay for. He gets nothing unless he elects to 
take it under this bill. 

The Chairman. He would not elect. 

Senator Smoot. Does Canada pay the cost of insurance to her 
soldiers? 

Judge Mack. The city of Toronto gives every citizen j;hat goes to 
war $1,000 insurance. They first took that out with the Metropolitan 
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jj^ and subsequently they carried the risk themselves, but the state itself 

does not do it. 
[j, The Chairman. Does anyone else wish to be heard ? Prof. Glover, 

do you wish to make a statement? 
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STATEUENT OF FEOF. JAUES W. OLOVEB, FROFESSOE OF MATHE- 
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Mr. Glover. Mr. Chairman and gentlemen, I do not represent 
any insurance company, but, having given much study to the subject 
of insurance, I desire to make some observations on this bill. 
^^^ My object in appearing before this committee is, if practicable and 

feasible, to have tne bill amended so as to restore the soldier to the 
status in which he was before he was exposed by the Government 
to the risks of war. To do this, naturally we have to consider the 
provisions in the bill as affecting soldiers who return from the war 
unimpaired as to health, those who return from the war in an im- 
paired condition, and the beneficiaries of those who lose their lives 
during the war. I am not going to spend anj^ time speaking about 
the first, second, and third articles of this bill. I think there are 
ceii:ain places where they could be improved, but I wish to address 
myself to the part about which I have more knowledge, namely, the 
insurance portion, Article IV. I have not prepared a written dis- 
cussion for the committee, feeling that after listening to the others 
some points might be raised which I would like to discuss at this 
time. The first thing that struck me as rather curious on studying 
tne provisions of this bill. Article IV, was the premium rates to be 
charged. If I understand it correctly, the soldier is to receive term 
insurance during the period of the war at the American Experience 
3^ per cent rate, which averages about $8 per thousand from 20 to 
30 years of age. I also understand this same table is to be em- 
ployed in determining the rates to be charged for insurance which is 
converted by the soldier after the period oi the war. 

I think that the soldier ordinarily will convert his insurance after 
the war, but there are certain reasons why he may not. Suppose, first, 
that he does convert his insurance. It is unnecessary, perhaps, to 
state here that the bulk of insurance sold in this country is not term 
insurance. Ordinary life, 20-payment life, 20-year endowment, and 
forms of that character serve the needs of the civilian where the term 
insurance would not. Consider the soldier who continues his" insur- 
ance after the war but converts it to the ordinarv life plan or the 
20-payment life or the 20-year endowment plan. Tender the terms of 
this bill he will have to pay the American Experience 3^ per cent net 
rate for the converted insurance. 

On examining the bill I at first naturally looked up this rate to see 
what it would be. I took an average age of 25 vears and found that 
the net premium at that age for an ordinary life policv would be 
$15.10. I then examined the rates charged by some of our large 
mutual companies. The mutual companv charges a fixed rate^ which 
is based upon the American Experience Table, with a loading for 
expenses. If the expenses are less than the loading, or if there is a 
.Slaving from excess-interest earnings or saving from mortality, a divi- 
dend is returned on this basis, which reduces the premium originally 
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charged to what is known as the net cost. Naturally we can only 
fairly compare the Government rate with the net cost in these com- 
panies. I found with one company that after the first year the net 
cost is $15.21 as against the Government charge of $15.10. At the 
end of five years the net cost is $14.82 as against $15.10 ; at the end of 
10 years $14.19 as against $15.10; at the end of 15 years $13.37; and 
at the end of 20 years it is $12.29 as against $15.10, almost $3 lower, 
and as it goes on it would become still lower. 

Take another policy, the 20-payment life policy, with this same 
company ; the net or Government rate is $22.53. At the end of the 
first year 

The Chairman. Why do you call it the net Government rate ? 

Mr. Glover. Section 403 reads: 

The premium rates shall be the net rates based upon the American Experience 
Table of Mortality and interest at 3i per cent per annum. 

These are fixed, definite mortality table rates. 

Senator Smith. From which you work out the exact rate ? 

Mr. Gloveb. Yes ; the company takes that net premium as a basis 
and loads it for expenses, usually from 15 to 35 per cent. The Govern- 
ment rate, according to this table, would be $22.53 at age 25 for a 20- 
payment life policy. One company, a large company, makes the net 
cost the second year $25, which is $2.50 more than the Government 
rate. After the fifth year the net cost is $23.84, still over $1 above. 
The tenth year it is $22.03, 50 cents below ; the fifteenth year it is 
$19.72, about $2 below; the twentieth year, $17.40, about $5 below. 
Now, this 20-payment life policy is the most popular of all policies, I 
believe. I appeal to the insurance gentlemen here for confirmation. 

Mr. Blackburn. That is correct. 

Mr. Glover. Another common policy is the 20-year endowment, 
which is very popular among young men for reasons which are evi- 
dent. The Government rate would be $39.14. One company has a net 
cost after the first year of $42.70 ; another one $41.27, another $42.34, 
all of them around $42 or $43. At the end of the fifth year the net 
cost is $40.18, just $1 above. At the end of the tenth year it is $36.23, 
$3 below ; at the end of the fifteenth year it is $31.23, about $8 below ; 
at the end of the twentieth year, when the policy matures, it is $28.49, 
almost $11 less. 

The figures are taken from authentic reports and they disclose a 
situation which needs correction. I do not believe the soldiers under- 
stand that the converted insurance which they are to receive after 
the war is going to cost them as much as private companies charge, 
especially since the Government is going to save the so-called costs of 
adminstration, particularly the cost of agency solicitation with which 
the Government is not burdened. 

Insurance companies pay agents a first commission of from 40 to 
70 per cent of the premium — sometimes more — and they pay com- 
missions of 5 to 10 per cent on the renewal premiums, usually about 
7^ per cent, and these commissions are restricted in some States, and 
practically by most private companies, to 9 or 10 renewals. Eoughly, 
then, assuming 70 per cent of the premium as the first commission, 
and 10 renewals of 7J per cent, w^hich would be 75 per cent more, 
we can say that about 150 per cent of 1* premium is used for solici- 
tation efxpenses. There are other expenses, of course, but they are 
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relatively much less. If we estimate the average age of a policy as 
10 years, which is conservative, then about 15 per cent of the 10 pre- 
miums is emploved for cost oi a^ncy solicitation. As a matter of 
f actj many of tne larger companies show a percentage of total ad- 
ministration expense, mcluding agency, advertising, home office sala- 
ries, -and other items, of not more than 15- to 20 per cent of the total 
premium income. This can be verified by examining the official 
State reports of the companies. Some of the companies run under 
15 per cent. 

We should fairly expect the Government, then, if agency solicita- 
tion is the largest item of expense, to at least meet the reduction 
that would be afforded by the omission of this expense in its admin- 
istration. I found, however, that on an ordinary life policy the net 
cost after 1 year — ^$15.21 as against $15.10 — shows a difference of 
only 11 cents. Now, 15 per cent of $15.10 is more than $2. 

The Chairman. Below that for converted policies. 

Mr. GiiOVER. The same thing would hold for term insurance; 
mutual companies give dividends on term insurance. 

Judge Mack. Xot on yearly renewable policies. 

Mr. Glover. I know I had a 10-year term policy myself and 
received dividends from one company. I see no reason why they 
should not give them on yearly renewable term policies. 

Judge Mack. I never heard of their doing it. 

Mr. Blackburn. They could not do it on a renewable policy. 

Mr. Glover. My conclusion is that if the Government is going to 
sell converted insurance to soldiers it ought to make the premiums 
subject to a dividend reduction so that the eventual charge would 
be net cost instead of a fixed nonparticipating premium. 

The Chairman. Is there anything in the bill that prevents them 
from doing that? 

Mr. Glover. I do not see any place in the bill where they are per- 
mitted to do that which is explicit and clear. The definite statement 
is made that the premiums charged will be the net American Experi- 
ence ^i per cent. So I make the point that this should be cleared up. 

Senator Smith. Have you drawn any suggested amendment to 
submit ? 

Mr. Glover. No; I have not, Senator. Now, it has been stated 
here that the insured might go on and take term insurance; that 
possibly he would find it better to do that. That sounds very good 
theoretically, because the term insurance runs only to $60 per $1,000 
of insurance at age 70, but it jumps up at a terrific rate after age 70. 
The American Experience Table, 3^ per cent net annual renewable 
term rate at age 25, is about $8 ; at age 70 it is $60, and by the time you 
reach age 75 it is $91, and age 80, $140, and then it just goes up out of 
sight. 

Senator Smith. Have you the figures from 85 up ? 

Mr. Glover. Eighty-five, $228 ; ninety, $439. 

Senator Smith. That is enough. 

Mr. GiiOVER. For $10,000 of insurance it would take most of a 
man's salary to pay the premium for one year. 

Senator Smith. That is a fourth of the policy. 

Mr. Glover. Yes. It may be argued that there are not many men 
living at age 70. From the United States Life Tables, 1910, page 22, 
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it appears that out of 77,047 men living at age 25 there will be 31,527 
living at age 70, or about 40 per cent of those alive at age 25 will 
survive to age 70. 

The Chairman. Forty per cent do not live to be 70 years old. 

Mr. Glover. They do according to the Government Life Tables. 

The Chahiman. That is not true ; it can not be true. Every man 
who has ever lived anywhere in the world knows that. 

Senator Smith. Prof. Glover simply takes that from a census 
report. 

The Chairman. There is either some mistake or the tables are 
wrong. 

Mr. Glover. If they are correct, and I believe they are, 40 per 
cent of these soldiers will be alive at age 70. A correction should 
be made, however, because many of them will return impaired in 
health, so there may be only 80 per cent, or less, living at that time. 
Of 1,000,000 soldiers returning there would be perhaps 300,000, or, 
say, 250,000, alive at age 70. These men certainly, if they had con- 
tinued, their term insurance up to age 70 and were required to pay- 
natural premium rates 

Senator Smith. It would be utterly inexcusable to permit them to 
do it. 

Mr. Glover. No argument is necessary to show the fallacy of term 
insurance for permanent protection. 

Senator Smoot. They would not do it. 

Mr. Glover. I want to call your attention to the fact that they 
may either go on with this natural premium insurance and find when 
they are 65 or 70 they can not keep it up because of the excessive in- 
crease in the rates, or else take the converted insurance, which, ac- 
cording to my understanding of the bill, w^U cost them from one to 
four to ten dollars more than the private companies charge. 

I do not believe the Government can save very much over well- 
managed mutual private companies. They may save perhaps as 
much as 15 per cent on agency expense. Whether it is worth while 
for the Government to undertake to sell insurance in order to save 
15 or 20 per cent is a question which I am not here to discuss to-day, 
but I think the possible percentage of saving ought to be made clear 
I wonder if the public would not expect a much larger percentage of 
saving through Government insurance. This is the possible saving, 
even if the bill is amended, as I certainly think it should be, so as to 
make the insurance participating. As the bill now reads there 
would not be even that saving. In fact, I think there would not 
be any saving to the soldier on the present basis, except during the 
period of the war, when he is placed in a position where he can not 
get insurance at peace rates. 

The Chairman. Is there anything in the bill to prevent the board 
from converting them into participating policies? There is pretty 
broad discretion given to the board as to the control of that. 

Mr. Glover. It is not clear to me that there is. 

The Chairman. They are given full control over it. 

Senator Smith. Is not that dividend feature provided for in the 
words, " and such other provisions for the protection and advantage 
of and for alternative benfits to the insured and the beneficiaries 
as may be found to be reasonable and practicable "? 
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Mr. Glover. Section 403 states definitely what the premiums shall 
be. If you can interpret that as participating, well and good ; but I 
think not. 

Judge Mack. There is a clause in the original bill which was 
stricken out bv the House, " rights and privileges not provided for," 
that covers Mr. Blackburn's point. The words are that these 
various "rights and privileges not provided for may be granted 
from time to time as may be prescribed by regulations." 

Mr. Glover. The portion read seems to refer more to the fact that 
the policies may be converted and that cash, paid-up, and extended 
values may be provided. 

Judge Mack. Would not that be easily remedied by inserting in 
the sentence beginning, " provisions for maturity .at certain ages," 
" for dividends " ? 

Mr. Glover. I think it can very easily be done. My point is that 
it should be corrected. 

The Chairman. Well, the dividends would fix the participating 
character? 

Judge Mack. And by adding where the House struck that out. 

The Chairman. My construction of the bill is that this board 
under this broad power of regulation could provide for dividends 
as well. That table put there only takes the amount of the calcula- 
tion, but there is nothing to prevent them from participating and 
thereby getting dividends. It allows discretion, except as to what 
the bill makes certain, and is merely for calculating the premium. 

Senator Smoot. If that is the case, they could change any part 
of the bill. 

Senator Smith. If they do not mean to fix the terms to be charged, 
then the superintendent could give them for nothing. 

Judge Mack. The intention was to have it fixed, but I am frank 
to say that provision for dividends might well be added. 

Senator Smith. It never occurred to me that there was a possible 
hope that there would be any dividends to distribute. 

The Chairman. If you restored the provision that the House 
struck out, would not that cover it? 

Judge Mack. Not clearly; and I would prefer to suggest an 
amendment which would cover that point. 

The Chairman. My understanding was that the bill merely fixed 
the method of calculating the premium and then left the question 
of convertibility to the broad discretion of the board, guided by cer- 
tain general rules; in determining the convertibility, they could 
determine participtation of dividends or anything else that ordi- 
narily goes with the sort of policy into which they were going to 
convert it ; but if that is not clear, It ought to be made clear. 

Judge Mack. The trouble is that the premiums for the convertible 
policies are also fixed by the American Experience at 3^, and it was 
not contemplated there would be dividends earned above that. I 
tliink it is advisable to put in the possibility of declaring a dividend. 

Mr. Glover. You certainly do not wish to make the healthy soldier 
pay for the excess mortality due to the war on the insurance of the 

impaired soldier. 

Judge Mack. No company pays dividends on a yearly renewal 
term policy. I will grant a yearly renewal based on the Experience 
Table of Mortality will more than pay the cost of a healthy risk. 
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because the actual mortality allowed for in the best companies does 
not reach 70 per cent of the expected mortality, and that will not 
only pay the entire cost of the administration by the Government 
of the healthy risks but of the administration for the entire risks. 

The Chairman. All insurance makes the fellow who lives the 
longest pay for the fellow who dies early. 

Mr. Glover. There is another point in connection with term insui*- 
ance as against convertible insurance. Under the terms of this bill 
there are certain reasons why the soldier would be forced, in order 
to protect himself or his beneficiaries, to continue it as term insur- 
ance instead of converting it. That was brought out incidentally here 
this morning. If the insurance is term, it has no cash, loan, or ex- 
tended value. If it is one of the other forms, such as ordinary life, 
20-payment life, or 20-year endowment, it immediately assumes a 
different character. There are cash values and paid-up values, all 
based on a reserve which naturally accumulates. Now, the Govern- 
ment is doing something which no State in this country would per- 
mit any insurance company to do, namely, it is permitting forfeiture, 
unless I misunderstand the bill, of the amount of the insurance at 
risk and at the same time accepts from the soldier full payment for 
that which it forfeits or takes from his estate, because, I think you 
stated. Judge Mack, if a man should not have a beneficiary in certain 
stated classes provided in this bill — his father, brother, spouse, etc. — 
and should die, the excess of the face of the policy over the reserve 
actually accumulated would not be paid to his estate. 

Judge Mack. That would go to his estate ; the cash value would go 
to his estate. The amendment was introduced in the House. 

Senator Smith. That is, the cash value before he died. 

Judge Mack. The original bill did not contain that. The moment 
it was pointed out, the moment any good suggestion was pointed out, 
it was accepted ; and was immediately accepted when suggested. It 
was suggested first by Congressman Madden that it ought not to go 
to the Government. The justice of it was seen at once and this pro- 
vision was framed whereby there goes to the estate of the deceased 
the exact amount he could have sold it for the day of his death, but 
the profit of the insurance is limited to certain classes so as not to 
make it speculative; that does not go to his estate but the cash sur- 
render value, the full legal reserve on the 3^ per cent goes to his 
estate. 

Mr. Ide. a man pays for 20 years on a 20-year endowment ; his 
•wife dies two days before he dies and he loses $5,000. If his wife 
lived two days longer his wife would receive $10,000. He dies and 
the estate receives $5,000. 

The Chairman. The object of this entire bill is that we are pro- 
viding for the soldiers' dependents and it is not an ordinary insur- 
ance proposition. It leaves out a speculative profit for somebody 
else. 

Judge Mack. Precisely. 

Senator Smith. If he has not a dependent, it goes to his very best 
friend, the Government. 

Mr. Glover. That would be right if the Government had paid for 
it, but he pays for it himself. 

Senator Smith. Does it not indicate that that is the legatee to 
which he desires the insurance to go. 
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Senator Smoot. A case may arise like this, where it would be an 
injustice to his creditors. Suppose he had borrowed money 

Judge Mack. He can not do it; it is not assignable. 

Senator Smoot. I do not know whether he borrowed it or not. 
Supposing a credit was extended upon it. 

Judge Mack. That could not be. That is the very thing the insur- 
ance companies wisely urged should not be in this bill, that it should 
not be speculative in the slightest degree, that it should be payable 
only to certain persons and the insured should not be permitted to 
borrow money from people on it. 

Senator Smoot. That may give him a credit in business circles that 
he would not have if they knew he did not have it. 

Judge Mack. He could not well get that credit, because those 
creditors know this policy is not for his debts or his beneficiaries. 

Senator Smoot. Suppose he had a wife living and there is not any 
question but that these creditors would know that the soldier had 
this policy, and that the wife was the beneficiary. If the wife died 
two days before, or if the soldier died two days before his wife, then 
the whole thing would go to the wife and the wife may have had the 
credit ; whereas if the wife died one day before the soldier died, then 
the Government would lake all of the difference between the actual 
cash value and what the paid-up value would have been to the wife 
if he had died two days before. 

Judge Mack. This bill provides that this insurance is based upon 
the spendthrift-trust principle now recognized in the States courts 
and in the Supreme Court of the United States, namely, that it not 
only can not be taken for his debts but can not be taken for the debts 
of the beneficiary. 

Senator Smoot. The question was as to whether there was a value 
that he had paid for that does not go to his estate or to those that 
he intended it to go to, and I think the professor is perfectly right 
in saying there is a wrong done to the man who has paid. 

The Chairman. Not when you contemplate that our sole purpose 
in this particular scheme of insurance is not a general insurance 
purpose, but to take care of the man's dependents. 

Senator Smoot. As far as the term policy is concerned^ what you 
say is correct ; but this is after it has been converted into a regular 
policy, for which he pays as much as if he were insured in a regular 
company. 

Judge Mack. That is not the intention of the bill ; the intention is 
for him to get the benefit of the loading. 

Senator Smith. Do you favor this insurance after the war is over, 
something like an accident insurance for lessened capacity growing, 
out of the soldier's health condition ? 

Mr. Glover. I am going to speak about that a little later. Senator. 
I would say, in reference to forfeiture of the amount at risk, that 
many cases will occur where a man has as beneficiary a friend who is 
not related to him but still entitled to consideration. 

The Chairman. That is not the scope of this bill. 

Mr. Glover. He has paid for this insurance, and why has the Gov- 
ernment the right to take it? He might have somebody who had 
brought him up to whom he wished to turn over this insurance and 
who would certainly be entitled to it. 
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The Chairman. If we went into that the whole bill would be 
obnoxious and we would be invading the whole field of insurance. 
Now we are invading it only as far as it is necessary to take care of 
the soldiers' relatives and dependents, ai^d no further. 

Mr. Glover. A great many boys who go to college borrow money 
on the face of their policies. They go to some friend and borrow 
$2,000 and take out an insurance policy in that amount in his favor. 
This would not be possible if the amount of risk is forfeited. 
The Chairman. No ; we are not going into that broad field. 
Senator Smith. And we have invaded the ranks of that class of 
boys, too. 

Mr. Glover. There are numerous minor matters which I am not 
going to discuss, but what seems to me a major defect in this bill is 
its failure to take care of impaired risks after the war where such 
impairment is due to service in the war. I base may statement on the 
theory that the Government should restore the soldier to his status 
before the war, so far as insurability is concerned. The man who 
comes back impaired and has not taken out any insurance under the 
terms of this bill will not be provided with insurance protection bv 
the Government, nor can he get insurance of a private company. Tf 
he has taken out a policy of $1,000 and comes back after the war im- 
paired, he is then unable to take as much as he would have taken of a 
private company had he not gone to war, because he w^ould have been 
in good health. He is raising a family and naturally it requires more 
and more insurance to protect his family. He starts in at $1,000, and 
then takes another ana another until he gets up to $5,000 or $10,000. 
But the soldier who comes back and w^ho has taken little or no insur- 
ance can not take any more, because he is an impaired risk. Because 
he did not take it within 120 days after enlistment he is barred by the 
Government, and he can not get insurance of private companies be- 
cause he is an impaired risk. 

The Chairman. Taking the whole bill together he gets his partial- 
disability allowances. 

Mr. Glover. I am speaking of the soldier who is not disabled to 
the extent where he would be considered totally disabled or even seri- 
ously partially disabled. 

The Chairman. Ten per cent is the percentage of impairment put 
in the bill. 

Mr. Glover. But the small impairment which might reject him 
for insurance by a private company might enable him to get only 20 
per cent disability, which would not compensate him for the loss in 
insurance. One way to meet this situation would be for the soldier to 
take out $10,000, the full amount, and the question arises as to how 
it could be done. Shall it be compulsory, or must the insurance be 
given to him during the period of the war, but not after the war? I 
am not going to make any suggestions to-day, but I want to point 
out this situation : 

I can not find that this bill provides for partial disability of the 
soldier after the war. 

Judge Mack. You mean insurance or compensation ? 

Mr. Gloveii. Insurance or compensation for partial disability not 
incurred during the war. 

Judge Mack. Which has not been produced by injuries received? 
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Mr. Glovee. Precisely. 

Senator Smith. You do not think it ought to be, do you ? 

Mr. GiiOVER. The point in my mind is this : I think the insurance 
portion of the bill ou^ht to check pension legislation. I do not be- 
lieve it will. Perhaps it is better to leave such legislation until after 
the war. 

The Chaieman. I do not fancy that anybody has an idea that these 
provisions of this bill will do away with all pensions. It certainly 
will not do away with special bills to suit special cases. What is 
hoped is that it will do away with the pension system at the Pension 
Bureau, where the leak is. Of course, a man might be an old soldier 
and fall and hurt his head and be paralyzed, and some Congressman 
might put in a special bill to suit a special case. 

Senator Smoot. Instead of one leak, we will have two. 

Mr. GiiOVEB. That is what I anticipate. 

The Chairman. These private pension bills do not amount to any- 
thing ; it is the Pension Bureau that counts. 

Senator Smoot. Anyone who has been on the Pension Committee 
for a long time would know how much money there has been spent 
on them. 

Mr. GiiOVER. Under the terms of this bill the bulk of the soldiers 
who live to an advanced age receive no benefit from the Government 
after the war except a li& insurance policy for which they pay a 
higher premium rate than they would have had to pay a private 
company for at least from one-half to three-quarters of the entire 
premium-paying period or term of the policy. 

It is common experience that the policyholder does not place much 
value on insurance protection which he has received in the past. He 
assumes that, being alive, he has been no expense to the company 
and is accordingly not indebted. Indeed, he often takes the posi- 
tion that the company is indebted to him on account of his past 
premium payments. The soldier who returns from the war in good 
health may very naturally take this view of his Government insur- 
ance, disregarding the protection received during the continuance of 
the war at reduced rates, especially if he discovers that he is cur- 
rently paying about the same or more for his insurance than is 
charged by a private company. 

Is it wise for the Government to undertake an insurance plan 
which may place it in this unfortunate position with respect to its 
soldiers? I do not think it will check pension legislation. If it is 
intended to do that, I do not understand how. How is that. Judge 
Mack? 

Judge Mack. I agree with Senator Williams. You can not abol- 
ish the pensions. There will always be private claims. What I 
hope for is that this insurance will set up a tremendous moral obli- 
gation against general pension service legislation. There are going 
to be these individual private cases. Nothing under the sun can bar 
those out. 

Mr. Glover. Do you think this will do away with 50 per cent of 
them ? 

Judge Mack. A great deal more. I do not share Capt. Wolf's 
estimate of the number of people who are going to take this insur- 
ance, or the average amount they are going to take. I think it is 
going to be very much higher. 
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The Chairman. It has been suggested in that connection that a 
clause should be put in this bill saying that ^nybodv who afterwards 
drew a pension from the United States should thereby relinquish 
his right under these clauses. That, would finish him, at any rate. 

Judge Mack. I do not think that would be right at all. 

Mr. Glover. This bill, in effect, requires the soldier to^ pay for his 
own insurance protection and renounce, if the bill is to -dispose of 
the old system of pensions, all claims to future disability or pension 
aid from the Government in exchange for insurance protection fur- 
nished during the period of the war, and toward which the soldier 
himself pays the Government about $8 each per year per thousand 
of insurance. 

Judge Mack. I do not know what you mean by " renouncing." 

Mr. Glover. Placing a moral obstacle on him not to apply for 
further aid. y^ 

Senator Smoot. That would not amount to anything if we put it 
in the bill. 

The Chairman. It does furnish a moral obstacle. 

Mr. Glover. Secretary McAdoo, in his letter to President Wilson, 
speaking of this, says, " It ought also to check any future attempt at 
service pension legislation." 

The Chairman. That is exactly it. It is service pension, not 
disability pensions. Disability pensions are peculiar. 

Senator Smoot. In 20 years from now we will forget all about this, 
and everyone will have a pension. 

Senator Smith. A man who was not hurt during the war gets a 
service pension. His pension is not due to war injury but to war 
service ; that is, a service pension. 

The Chairman. Sometimes for 30 days in a recruiting station. 

Mr. Gloat:r. There is no provision in this bill to give compensation 
to the soldier who becomes seriously partially disabled or totally dis- 
abled if such disability should occur after the war and not be due to 
the war. What is to be done for the soldier who becomes blind or 
totally disabled or who sustains a partial disability which reduces his 
earning power to a point where he can not support himself and his 
dependents if his misfortune occurs after the war and is not due 
to it? 

The Chairman. What is done for the ordinary citizen who be- 
comes blind ? If a man becomes blind in a way totally disconnected 
from the war, what claim has he upon the Government any more 
than any other citizen? ^/ l 

Mr. Glover. I will leave that to you ; he ha&JSee^a spldier.^;, 

Senator Smoot. He has been a soldier and is going to *get iil 

Senator Smith. I do not believe in service pensions, and if a man 
comes out of the war sound he ought to take his place with civilians. 

Mr. Glover. This bill provides no old-age pension for the soldier, 
nor does the Government make any significant contribution toward 
the payment of insurance protection for his dependents. I am talk- 
ing about the man after the war. 

Senator Smoot. I hope those are all questions that we need not 
take into consideration at this time. 

Senator Smith. What do you suggest to us as amendments to this 
bill? Have you brought your suggestions down to some definite 
shape in the way of amendments? 



WAB-RISK INSURANCE. 49 

Mr. Glover. I have thought of this, Senator, but the whole insur- 
ance portion is so complicated that it would be hard to make a brief 
statement as to amendments. 

Senator Smith. Do you advise against the entire insurance pro- 
vision ? 

Mr. Glover. No. 

Senator Smith. Do you advise that it should be changed? 

Mr. Glox'er. Yes. 

Senator Smith. Can you not submit to us your detailed statement? 

Mr. Glover. Yes, after I have heard what the other people have 
to say, as I would like to get their points of view. 

The Chairman. Please submit your statement in the form of 
amendments with reference to the lines and pages of the bill. 

Senator Smoot. From what you have already stated, I take it for 
granted that you think it is well enough to provide term insurance ta 
last until after the war closes? 

Mr. Glover. Yes. 

I do not believe you can e^ade pension legislation. The effect 
of these omissions 10 or 20 years aft-er the war, possibly sooner, 
would be to revive the pension system through failure of the pro- 
posed system to meet practical conditions. But $3,000 of insurance 
payable in installments of $12.50 a month to every soldier, maturing 
as an old-age pension of $30 per month at age 65, would knock out 
90 per cent of pension legislation, because it would provide for 
those men. 

Senator Smith. Your insurance will be a species of old-age pen- 
sion. 

Mr. Glover. This $3,000 of insurance payable in installments 
would amount to about $12.50 for 240 months, in case of his dis- 
ability. If he should die, the $3,000 would go to his family; but 
if he should live to age 65 it would automatically provide about $30 
a month for the rest of his life. 

Senator Smith. Can you get that in the shape of written sug- 
gestions and let us have it to-morrow? 

Mr. Glover. I can, but perhaps not in such form that it would be 
acceptable as an amendment to this bill. 

There is one other point which should be considered in connection 
with Government life insurance, nanaely, lapses from various causes. 
As a measure to encourage the soldier to contribute practically the 
whole sum toward his insurance protection after the war and make 
provision for an old-age pension by premium payments on a Gov- 
ernment policy, the insurance plan may prove a failure on account 
of the large number of soldiers who will lapse their policies after 
the war. In the most conservative life insurance companies in this 
country 50 per cent of the policies written are lapsed or terminated 
for some reason or other within less than 10 years after issue. 

Senator Smoot. Is that statement true — that half of the insurance 
policies issued lapse? 

Mr. Ide. Yes. 

Mr. Glover. In conformity with this experience, I should expect 
that within 10 years after the war more than half of all the soldiers 
that the Government had insured under any plan where they have 
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to pay their own premiums would have dropped out or taken some 
form of surrender vahie through failure to make premium payments. 
I believe the lapse rate would be especially heavy if these young men 
were overinsiired (which I think is quite probable during the war 
period on account of the $8 rate), because when they return to civil 
life they would not carry the burden of preuiiiun payments for a 
larger amount of insurance than they really need, especially if their 
insurance were converted from term insurance to some more ex- 
pensive form. The average amount of insurance carried by men 
between ages 20 and 30 is naturally small, first, because they have 
few, if any, dependents to protect and, second, because they have 
not acquired sufficient means to finance their business enterpnses 
and at the same time carry a large amount of insurances 

The lapse rate in Government insurance would not differ, other 
things being equal, from that experienced in private companies, be- 
cause human nature and necessity, the impelling factors here, remain 
the same. Indeed, if anything, the lapse rate among these young 
men would be heavier than that experienced in the normal insurance 
company because the average age is much lower for the men w^ho 
would take out the Government insurance. 

Under the conditions regarding lapsation above mentioned it woidd 
appear that a large part of the soldiers would eventually receive 
only temporary protection from their insurance. And it is also likely 
that those who would lapse or terminate their Government insurance 
would include the very soldiers who were most in need of Govern- 
ernment assistance. The man who has no money must be the first 
to lapse his policy or surrender it for what he can get out of it. In 
this case he would be borrowing from his family instead of the Gov- 
ernment and would at the same time be taking away their insurance 
protection. 

I have prepared a letter which is in line with certain suggestions 
and criticisms of the bill under discussion, which I will insert in the 
record. 

(The letter referred to above is here printed in fiUl, as follows :) 

UNm-msiTY OF Michigan, September 7, 19J7. 
Hon. F. M. Simmons, 

Chairman Finance Committee, Washington, J). C. 

Dear Sir: I desire to protest against tliat part of tlie insurance biU which 
purports to provide insurance for soldiers in amounts from .$1,()00 to $10,000 
at premium rates based on mortality experience tables of peace times witliout 
"loading" (American Experience Tables of Mortality, 3i per cent). I believe 
it will eventually prove a disappointment to those who framed it and a gold 
briclc to the soldier who accepts it in good faith as a valuable concession on the 
part of the Government. 

I will state my reasons for this opinion : 

I. 

THE CLASS OF SOLDIERS UNDER CONSIDERATION. 

In what follows I refer to the soldiers wlio, in accordance with the terms 
of this bill, have bought term insurance from the Government during the period 
of the war at a premium rate of about $8 per t^housand in amounts from $1,000 
to $10,000, and who return after the war and are ineligible to disability com- 
pensation and convert their term insurance into some other form, as ordinary 
life, 20-payment life, 30-year endowment, etc., for which they are required to pay 
a much higher premium rate. 

This class will undoubtedly include the great bulk of the enlisted soldiers. 
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(a) The soldier who converts the Insurance which lie bought at term rates 
tluring the continuance of the war will discover frora 5 to 10 years later that 
the higher premium rate charged by the Government in accordance with the 
terms of this bill, based on mortality experience tables of peace times without 
*' loading," are from $1 to $4 per thousand of insurance in excess of the net 
<,'Ost to the Insured in private companies for the same kind of <H)nverted policy 
issued at the same time and age. 

This statement may be verified by consulting the official department insurance 
report of any of the States where premiums and dividends are published, en- 
abling one to obtain the net cost of life insurance in private companies on vari- 
ous plans of insurance and years of issue for ages 25, 35, 45, and 55. 

What advantage does the soldier gain in paying the Government a higher pre- 
nduni rate for his insnirance than he would have to pay a private company? 

{b) Under the terras of this bill the soldier who lives to an advanced age 
receives no benefit (?) from the Government after the war, except a life In- 
surance policy for which he pays a higher premium rate than he would have 
had to pay a private company, for at least from one-half to three-quarters of 
the entire premium paying period or term of the policy. 

It is common experience that the policyholder does not i)lace much value 
on insurance protection which he has received in the past. He assumes that, 
being alive, he has been no expense to the company and is accordingly not 
indebted. Indeed, he often talies the position that the company is indebted to 
him on account of his past premium payments. The soldier who returns from 
the war in good health may very naturally take this view of his Government 
insurance, disregarding the protection received during the continuance of the 
war at reduced rates, especially if he discovers that he is currently paying 
about the same or more for his insurance ^han is cliarged by a private company. 

Is it wise for the Government to undertake an insurance plan which may 
place it in this unfortunate position with respect to its soldiers? 

(c) This bill \n effect requires the soldier to pay for his own insurance pro- 
tection and renounce (if the bill is to dispose of the old system of pensions) 
all claims to future disability or pension aid from the Government in exchange 
for insurance protection furnished during the period of the war and toward 
which the soldier himself pays the Government about $8 each year per thousand 
of insurance. 

This is a case of where the soldier has to die to win. 

(d) There is no provision in this bill to give compensation to tlie soldier 
who becomes seriously, partially disabled, or totally disabled if such disability 
should occur after the war and not be due to the war. 

What is to be done for the soldier who becomes blind or totally disable or 
who sustains a partial disability which reduces his earning power to a point 
where he can not support himself and his dependents If his misfortune occurs 
after the war and is not due to it? He can obtain, no relief from the Gov- 
ernment I 

(e) This bill provides no old-age pension for the soldier nor does the Gov- 
ernment make any significant contribution toward the payment of insuram^e 
protection for his dependents. 

(/) The effect of these omissions, 10 or 20 years after the w^ar, possibly 
sooner, will be to revive the pension system through failure of the proposed 
system to meet practical conditions. 

In spite of the glaring omissions this bill has been proposed as a cure for the 
old pension system evils. 

(g) To carry out the insurance program outlined in this bill would require 
a large and expensive administrative organization which would not be justi- 
fied when measured by the results it could or would accomplish. 

The Government can not furnish sound insurance protection on a legal re- 
serve basis at a materially lower cost than now offered by well-managed 
life Insurance companies, unless It should undertake to give away outright a 
part or the whole of such protection. 

If the Government desires to give insurance protection to the soldiers with- 
out cost the plan proposed below would make this possible without the ex- 
pensive and unnecessary administrative machinery require<l for the routine 
work of a great life insurance company. 

(h) As a measure to encourage the soldier, to contribute practically the 
whole sum toward his Insurance protection after the war and make provision 
for old age by premium payments on a Government policy the insurance plan is 
doomed to failure on account of the large number of soldiers who will lapse 
their policies after the war. 
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In the most conservative life insurance companies in tills country 50 per 
cent of the policies written are lapsed or terminated for some reason or other 
within less than 10 years after issue. In conformity with this experience I 
should expect that within 10 years after the war more than half of all the sol- 
diers that the Government had Insured under any plan where they have to 
pay their own premiums would have dropped out, or taken some form of 
surrender value, through failure to make premium payments. I believe the- 
lapse rate would be especially heavy if these young men were overlnsured 
(which I think is quite probable during the war period on account of the $8 
rate), because when they return to civil, life they would not carry the burden 
of premium payments for a larger amount of insurance than they really need, 
especially If their insurance were converted from term insurance to some 
more expensive form. The average amount of insurance carried by men be- 
tween ages 20 and 30 is naturally small, first, because they have few, if any, 
dependents to protect, and, second, because they have not acquired sufficient 
means to finance their business enterprises and at the same. time carry a large 
amount of insurance. 

The lapse rate In Government insurance would not differ, other things being 
equal, from that experienced In private companies, because human nature and 
necessity, the impelling factors here, remain the same. Indeed, If anything, 
the lapse rate among these young men would be heavier than that experienced 
in the normal insurance company because the average age is much lower for the 
men who would take out the Government insurance. 

Under the conditions regarding lapsation above mentioned it would appear 
that a large part of the soldiers would eventually receive no benefit from their 
insurance. And it is also likely that those who would lapse or terminate their 
Government insurance would include the very soldiers who were most in need 
of Government assistance. The man who has no money must be the first to 
lapse his policy or surrender it for what he can get out of it. In this case he 
would be borrowing from his family instead of the Government and would at 
the same time be taking away their insurance protection. 

II. 

CHANGES OR AMENDMENTS RECOMMENDED. 

The bill should provide for free indemnity to every enlisted soldier covering 
at least the following items : 

(i) 1. Compensation for total disability and for partial disability which seri- 
ously affects the earning capacity of the soldier, such compensation to be inde- 
pendent of the cause of the disability and the date of its occurrence. 

2. Indemnity against the risk of death until he reaches age 65 of not less 
than $3,000, for the protection of his dependents. 

3. A pension of $30 per month to begin at age 65 and continue for the re- 
mainder of his life. 

The combined benefit in items 2 and 3 is about equivalent to a $3,000 policy 
of endowment insurance maturing at age 65. In principle It Is not greatly 
different from the proposal first made by Hon. Edwin F. Sweet to provide every 
enlisted soldier with insurance protection to the amount of $4,000 without cost. 
It is also in harmony with the recommendation of the advisory committee of 
Insurance representatives appointed by the Secretary of the Treasury, except 
that it provides a more liberal insurance protection than this committee pro- 
posed, and also Includes a pension beginning at age 65. 

The administration of the benefits proposed In Item (i) would be compara- 
tively simple, because this plan calls for no premium collections. The setting 
up of an Intricate and costly scheme of Government insurance such as would be 
required in carrying out the insurance portion of this bill would not be justified 
unless the Government could thereby effect a very material saving to the soldier 
in premium payments. At best this could not exceed the cost of administration, 
including agency expense, in our great mutual life insurance companies, which 
is from 15 to 20 per cent of the total premium income, and this would be on the 
unbusinesslike hypothesis that there would be no administrative cost to the 
Government. If it is proposed to give this service to the soldiers the money 
cost might better be applied directly as suggested in plan (i). 

III. 

In conclusion I wish to say that I regard this bill, apart from the insurance 
plan, as wisely conceived and admirably fitted to the complex conditions 
which It is expected to meet. The beneficiaries of those who die In the service 



WAB-BISK INSUBANOE. 58 

and the disabled soldiers who return are generously provided for. The great 
weakness of the bill is that the soldier has to die or become disabled to win. 
But if this plan is to displace the old pension system it must provide some- 
thing equivalent to pensions for the soldiers who return and are not disabled. 
This bill makes them pay for everything they get after they have made great 
sacrifices for their country. How are they going to feel about this 10 or 15 
years later when the appeal for Government aid arises in thousands of 
meritorious cases? Naturally they will demand a pension or compensation of 
some kind — ^and get it — so why not provide for It now along scientific lines as 
in the case of the soldier who is disabled in battle. Give every soldier a flat 
insurance protection of $3,000 and it will not lapse and fall his dependents in 
time of need. Give the old soldier who has reached the age of 65 a pension of 
$30 per month for the remainder of his days. Make provision for the compen- 
sation of the soldier who becomes totally disabled or whose earning power be- 
comes seriously impaired through partial disability, no matter what the cause or 
time of its occurrence. These benefits will be genuine and avoid placing the 
Government in the position of " benefactor " to its returning warriors in con- 
nection with the commodity which they pay for themselves. It will also prevent 
the spectacle of this Government deluding itself and its soldiers into the belief 
that it can sell life insurance, without loss, at a price materially lower than 
the great mutual life insurance companies which now handle the bulk of the 
business in this country. Additional Insurance protection of $10,000 during the 
war at term rates for those who are already liberally provided for does not 
appeal to me as a wise distribution ; it would be better If these funds were con- 
served for distribution among those soldiers who have fought well and have 
been fortunate enough to return to their homes. 

Without this provision the system will eventually fall down because it 
failed to provide a genuine substitute for the one thing which it intended to 
supplant — an unscientific system of pensions. 

X am, very respectfully, James W. Glover. 

The Chairman. We will now take a recess until 2.30. 
(Thereupon,#at 1.35 o'clock p. m., a recess was taken \intil 2.30 
o'clock p. m.) 

AFTER RECESS. 

The subcommittee reassembled at 2.30 o'clock p. m. in the com- 
mittee room, Capitol, pursuant to recess taken, Senator John Sharp 
Williams presiding. 

The' Chairman. The committee will come to order. 

Dr. Eichardson, the committee understands that you desire to 
occupy about five minutes in explaining an amendment that you pro- 
posed. The committee will be glad to hear you. 

STATEMENT OF DK. CHAKLES W. BICHAKDSON, WASHINGTON, D. C. 

Dr. Eichardson. Mr. Chairman, this is a suggestion of an amend- 
ment to be added, that " the soldier shall remain in the charge of the 
Surgeon General of the Army for his reeducation, reconstruction, 
and rehabilitation, 'and so remain until this is complete and he is 
discharged." 

That is, with the idea that the man can be completely rehabilitated 
under the Surgeon General's care. 

As you all know — probably not to the extent to which it is being 
carried out — ^the Surgeon General has in his mind, and has started 
this reconstruction plan from the moment the soldier is injured, and 
carrying him completely through a completed plan of reeducation 
and rehabilitation. Various steps have been already taken for the 
purpose of accomplishing this. A great deal of effort and time has 
been employed, and he has already planned for the construction of 
hospitals, both abroad and in this country, for the purpose of carry- 
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ing out this reconstruction, rehabilitation, and reeducation of the 
men. 

A large number of the mcst experienced and capable men along" 
these lines in medicine have been taken into the Reserve Medical 
Corps of the United States Army for the purpose of directing and 
perfecting this work along the mcst advanced scientific lines. The 
work is well advanced. Some medical officers are about or have 
gone abroad to prosecute this work from the moment that the 
wounded man is brought into the evacuation hospital and perfect 
all arrangements for so doing from the very start. A large amount 
of reconstruction will have to be borne by the Army and Navy abroad. 
All facilities are also being perfected in this country through hos- 
pital arrangements and other means to continue the work. What 
w^e wish is that there shall be no question in the wording of this bill^ 
wherein the soldiers and sailors reconstruction is to be worked out. 
It would be a terrible waste of effort, forces, and actual money if this 
was i*eduplicated. 

Senator Smoot. AVhat do vou mean bv reeducation ? 

Dr. Richardson. Reeducation? For instance, take a man who 
readily understands. Suppose a man to be deaf from shock or con- 
cussion or from actual injury to his ears, that man will first be put 
through a physical examination and physical treatment to see if he 
can be restored. If his hearing can not be i^estored by that method, 
then the reeducation commences, which is teaching him lip reading^ 
and giving him other means by which he can communicate with 
others- The next step is rehabilitation, or putting^ him in a new 
occupation, wherein his disability will not handicap him. 

Senator Smoot. Doctor, where are you from ? 

Dr. Richardson. Washington, D. C. 

The Chairman. Doctor, this committee is very much obliged to 
you. 

Dr. Richardson. I thank you, Mr. Chairman and gentlemen. 

The Chairman. The next gentleman to be heard is Mr. Herman L» 
Ekern. 

STATEMENT OF MB. HEBMAN L. EKEBN, MADISON, WIS. 

Mr. Ekern. Mr. Chairman, the original draft of this bill, as pre- 
pared by Judge Mack, was based somewhat, I take it, on the sug- 
gestions made by Assistant Secretary Sweet, which were a little 
different from this bill in that they provided more benefits for the 
soldier. 

The theory of the first draft, which I participated with Mr. Sweet 
in working out, was that the Government sh6uld give to every 
soldier an insurance of $4,000 on the 20-payment life plan, with the 
premium paid by the Government for both peace and war risk dur- 
ing the period of the service, and after the period of the service, the 
man should take up the payment of the premium. Added to that 
was the option to take an additional amoimt of insurance from $1,000 
to $6,000, making a total insurance of $10,000, the same as in this 
bill. The theory of that was to make a larger provision for the 
soldier, which would have a greater tendency to meet the demand 
for the service pension, which inevitably will come after the war; 
there is no question about that, and there is not any way by which 
you can do more than prepare sometliing to meet it. But you can 
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prepare this moral obstacle to the demand which might otherwise 
be made. 

The insurance feature is a very important part of this bill as it 
stands now, and for this reason: The bill provides for protection 
under the workman's compensation feature, to those who are injured 
or killed in the service only in the case that they have immediate 
dependents, such as a surviving widow- or minor children, or a de- 
pendent mother. In any case, it must be immediate dependents. 

The great mass of the men who are going into the service are 
selected because they do not have immediate dependents. We are 
hopeful that perhaps not over 2 out of 10 will be either killed or in- 
jured in this service, and perhaps 8 will be retui'ned uninjured; 
If that is true you are, under the compensation provision, taking 
care of only 2 out of 10. Of the 2 out of 10, perhaps less than half 
will have any dependents at the time of injury or death. The 
other one-half will leave a mother, father, or some other relative who 
has had the care, support, and education of this soldier or sailor and 
who may naturally look forward, in the course of 5 or 10 years, to 
getting some benefit in return from the life of the soldier who has 
been killed or injured. 

That feature must be taken care of. It is only taken care of by 
the insurance provision under Article IV. The insurance provision 
also takes care of the remaining 8 out of 10 who come back without 
having been disabled or injured. The insurance provision is a very 
moderate one. The Government is doing no more than taking care 
of its own employees. The soldiers and sailors are employees, and 
the Government is merely providing what these men are deprived 
of by reason of this service. 

A man wiio goes into the Government employment in the civil 
service gets compensation, under the workmen's compensation act, 
for death or injury. He is not deprived of his life insurance by 
reason of that service, but practically all the soldiers, are deprived of 
their life insurance, or their ability to take life insurance. The 
thing this bill replaces is their insurability during the period. 

There is no question that " term insurance," as such, is not a de- 
sirable form of insurance. I believe that the Government could 
afford to increase the pay of the soldiers proportionately. When 
I first made the first draft of this bill, suggesting that the Govern- 
ment should furnish free during the service the premium on a 20- 
payment life insurance, of $4,000 for each soldier, the question of 
increasing the soldier's pay was or had just been before Congi*ess. 
To have the Government pay for this insurance is just increasing 
the soldier's pay that much. The question involved is merely whether 
you can afford to give the peace premium to him during the service 
or not. 

The Chairman. You want to make him a present of $4,000 of 
insurance ? 

Mr. Ekern. I think the Government could afford to pay a premium 
on a 20-payment life policy during his service without cost to him. 

The Chairman. And without calling on him? 

Mr. Ekern. Without calling on him for any contribution for that 
purpose. 

The Chairman. That is these other gentlemen's proposition except 
that you have quadrupled it. 
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Mr. Ekern. No; that is not the other gentlemen's proposition at 
all. The other gentlemen propose that you should give them a 
$1,000 term insurance, not a 20-payment premium. The other gentle- 
men propose that you should insure them for 5 years, or for 10 years, 
after the service, but it is of little benefit to him to have an insurance 
terminating while his children are young when he most needs it. 
My proposition is that this 20-payment life insurance shall con- 
tinue through the rest of his life. 

The Chairman. Whether he is hurt in the service or not? 

Mr. Ekern. That has nothing to do with it. 

The Chairman. You just want to reward him because he did go 
out and run the risk of being hurt? 

Mr. Ekern. The Government will not be contributing anything to 
the cost of the insurance after the war. The insured pays it all. The 
Government only contributes the management expense under any 
plan by which the soldier is granted insurance under this bill — and 
I am for this bill in the way it stands — ^he should be given the benefit 
of gains and savings in dividends or a return of savings. If the 
mortality is less than that provided for or the interest earned is more, 
the soldier or sailor who carries this insurance should be given the 
benefit of the gain. That disposes of any question of the Government 
insurance costing more than private companies, because obviously the 
men die at the same rate whether they are carrying Government 
insurance or private company insurance, and the total claim will 
be the same in both cases. The vital thing is that these men shall get 
something which carries on their insurance through their lives. 

The Chairman. If a man serves during the war and comes back 
perfectly healthy and well and all right, why does the Government 
owe it to him to insure him during his life any more than it owes it 
to me? 

Mr. Ekern. One reason is this, that you are going to give this 
insurance to a lot of men anyway who will come back impaired. You 
are going to continue the men who are impaired during service, there 
is no question about that, and you will take care of them for life. 
The man who comes back impaired, who will have a heavier risk, will 
have his insurance carried at a net cost — net American Experience 3.5 
per cent 

Senator Smoot. Should he not ? 

Mr. Ekern. He should ; there is no question about that. The man 
who comes back, and who is a better risk than the man who is im- 
paired, if he is to have no right to continue his life insurance, would 
have to go out and buy his insurance at a higher rate than that offered 
by the Government. There is no reason why the Government, hav- 
ing that machinery, should not, by reason of this man having been in 
the service, afford him that much benefit. 

The Chairman. That is service pension in the guise of insurance. 

Mr. Ekern. Pardon me, it is only service pension in the sense that 
there is the right to carry it on without contribution for expenses, 
and it might be regarded as a service pension. 

Now, I desire to say one thing about the matter of expense. It is 
objected that the administration of this law will be very expensive 
to the United States Government. I wish I had the time to give you 
the figures as to the cost of operating this department of the Gov- 
ernment, and compare these with the same cost in private companies. 
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Senator S3100T. I know about that better than you do, because I 
am up against it every year. There is no reason for your taking 
time upon that proposition. 

Mr. Ekern. I understand that, and I will merely refer to the ex- 
penses in life insurance. The expenses of transacting the business 
of private insurance companies doing business in Illinois — ^T\^hich in- 
cludes all the large life insurance companies — is $223,000,000. There 
are about 160 other life insurance companies in the United States, 
which means a total of $240,^000,000 or $250,000,000 a year for the 
actual expense of doing the life insurance business in the United 
States. Conservatively estimated, the solicitation expense of putting 
the new insurance on the books is three-fourths of the total expense. 
This is $180,000,000 or $190,000,000 a year. The rest of the expense 
is largely management expense. The governmental management ex- 
pense 01 this business certainly would be very small in comparison. 
The companies doing business in Illinois write about three and one- 
half billions of insurance during the year for the $180,000,000 of ac- 
quisition expense. The Government insurance on a million men, 
supposing it to be $4,000 on each would be four billions of insurance. 
All the Government would have to pay in expense would be merely 
the overhead for this business, because automatically, under this bill, 
as I understand it, the moment the man takes this insurance the 
premium is deducted from his pay, and there will be no elaborate 
solicitation system or anj^ large expense for collecting these premiums. 

In view of the economic saving which could be effected by making 
this insurance automatically applicable to every person in the service, 
I believe this could well be done as« above suggested. This would be 
more liberal than the present bill but no more so than warranted by 
the kind of service required and by the social and economic gains 
which would follow. 

The Chairman. Will you please prepare your figures and hand 
them to the clerk? 

Mr. Ekern. I will leave this paper with you. 

The Chairman. The paper will be inserted in the record. 

(The paper referred to is here printed in full, as follows:) 

The official reports of 85 companies doing business in the State of IlUnois for 
the year 1915 give amounts paid out for expenses as follows : 

Commissions to agents $70. 041, 925. 48 

Salaries, medical fees, officers, emi)loyees, and other charges. 60, 330, 802. 83 

All other expenditures 93,078,105.50 

Total expenses 223, 450, 833. 81 

Other disbursements : 

Paid for losses and claims 303,091.333.07 

Dividends to policyholders 112, 082, 467. 80 

Lapsed, surrendered, and purchased policies 120, 738, 812. 07 

Dividends to stockholders 2,427,131.53 

Amount of new insurance 3, 647, 424, 998. 55 

Insurance In force end of year 21,653,020,850.36 

Termination by death 235, 995, 793. 55 

Termination by expiry, maturity, and disability 247, 342, 520. 56 

Termination by surrender 470, 114, 378. 17 

Termination by lapse,^not taken, decrease and transfer 1, 644, 973, 737. 80 

Total 2, 598, 426, 430. 08 

Net gain in insurance in force 1,048,998,568.47 
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Mr. Ekerx. The above figures would bring the solicitation cost to 
about ^5 per $1,000. For a smaller number of the large companies 
the Connecticut insurance department figures the first-year cost at 
$32.68. At either figure the saving in solicitation expense alone would 
pay the $8 per $1,000 in premium from four to six years. 

The Chairman. The committee will now hear Mr. Milliken. 

STATEMENT OF E. C. MILLIEEN, WASHINGTON, D. C. 

Mr. MiixiKEx. Mr. Chairman, I have an amendment as an addi- 
tional article to article 5 of this bill, which provides for giving an 
additional optional policy, a 20-payment life policj\ for $2,500 to 
unmarried men in the service in lieu of the benefits of the insurance 
provided in article 4. 

I may say that 90 per cent of the men in the Army, or between 80 
and 90, to be absolutely safe, are single men. They have no legal de- 
pendents. They have moral dependents, but they have no legal de- 
pendents. Of course, the married man must — he is obligated to take 
care of his wife, and that insurance should go to his wife and minor 
children. But now, to get a plan to suit the soldiers. These young 
men will not take this insurance, and I speak from experience, be- 
cause I went out and solicited the soldiers of the First Battalion of 
the Sixth United States Engineer Begiment. I did not know a soul ; 
I did not know what was out there ; I did not know what regiment 
was stationed there. I looked up the commandant and stated my 
proposition to him, and he agreed to get some soldiers to whom I 
could talk. They met me in the ppst-lecture room. The commandant 
gave them a furlough to go and see the committee and be heard. 
They got the bills there and they studied them, and in the next week 
or 10 days they studied the bill that is before you now, and they had 
hearings before the House committee, and then they issued this pe- 
tition which I am going to read. This petition was before the post. 

The Chairman. Did vou not put that petition in the House hear- 
ings? 

Mr. Milliken. Xo, sir. That has been gotten up since, in the last 
day or two. This petition was signed by over 200 men after it had 
been on the bulletin board over two days and then withdrawn. 

(The petition referred to above is here printed in full, as follows:) 

To the Coiif/rcMM of the VniU'd FItates: 

We, the undersigned enlisted men of tlie First Battalion of the Sixtli United 
States Engineer Regiment, would most respectfully present this i)etition to you 
as an expression of our sentiments on the soldiers' insurance bills jiendinjc 
before you. 

We strenuously oppose that section of House bill 5723, known as the ^Mack 
bill, which seeks tr) have the Oovernment withhold half our jmy. But if that" 
section is ])asse<l over our protest, then we ask that the Milliken hill be substi- 
tute<l f(u- Article IV of the Mack bill. 

Article IV of the Mack bill makes it optional with each soldier to take from 
$1,0(K) to $10.(K)0 insurance at an annual cost to him of $8 per $1,000, but the 
sohlier must die to enrich relatives, for the soldier can never realize any bene- 
fits from it himself; whereas the Milliken bill makes it compulsory for each 
soldier to take $2,500 Insurance on the 20-payment life plan at a monthly <ost 
to him of $5 to be paid by the Government out of the half pay to be withheld. 
But the Milliken bill makes provision for the surviving soldiers to realize some- 
thing after the war and for engendering a wholesome cooperative spirit among 
the soldiers themselves. 
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The Mack bill would have the Government itself conduct our insurance busi- 
ness, while the Milllken bill provides the Government sliall negotiate with one 
of the big companies to do it for us. 

The Mack and the Milliken bills are alike in this, that both provide the 
Government shall pay the war hazard on our insurance, that is, the difference 
between the civilian rate and war rate. Both provide also that the Government 
shall defray the expense of management. We believe the Government owes us 
the duty to pay this war hazard, as our assuming the extra hazardous duty of 
defending the Government on the battle field so increases the cost of insurance 
to us as to nuike it prohibitory to us, because the Government is the only power 
which can tax the very interests we represent in iierforming sucli duty and 
distribute that burden e<iultably among such interests. 

In this connection it should be l>orue in mind tliat when most of us left civil 
life labor was more highly rewjirded, ju'obably, than at any periotl in the history 
of the country, and the opportunities for investment for our civilian popula- 
tion during the war will be excellent, all of which will be denie<l us. And 
when we return from the necessary duty of destructi<m to the more congenial 
pursuits of production such conditions will be reversed ; and as we will have 
nothing to sell but our labor, it necessarily follows that such former comrade 
in thp battle for liberty will be arrayed against each other in the battle of life. 
Therefore we feel it would be a gamble on our part to neglest the duty of in- 
suring our lives on the cooperative plan provided by the Milliken bill, if Con- 
gress makes the provision. 

With the Government assuming such extra hazard, such a company could 
not fail, and we can go to the courts and have our contracts with the company 
enforced. But with the Government you never know where you stand. It 
raises your pay one year and takes it away the next, and you must resort to 
all manner of red tape to get a cent out of it and beg ofiicials to give you what 
belongs to you. Each administration would interpret that law in a different 
light ; and with the wealth of the country fighting the heavy taxes imposed as 
a result of the war, we fear a powerful lobby would form here to prevent its 
liberal interpretation in our favor ; and the individual soldier would be power- 
less to oppose the influence of such a lobby. Therefore we believe our in- 
terests would be best conserved if the Government negotiated with one of the 
big companies to do that business for us, because such a company could not be 
induced to assume a contract involving such a stui>endous ol)ligati<m unless 
it could enforce such a contract in the courts, and Congress can protect us 
against the company by seeing to it that its contracts with us are so enforceable. 
That would afford us double protection and at the same time guarantee us 
against sinister political influences. 
Respectfully, 

Now, these gentlemen to-day ask to have this made compulsory. 
Under my plan it would require $5 a month instead of $8 a year 

Ker thousand under the bill that is before you here, the Simmons bill, 
[y bill also provides that instead of the Grovernment doing this, the 
Government appoint a commissioner to go and negotiate with one of 
the big companies, any one of the companies having a large insurance 
in force, limiting the expense of management and eliminating all 
overhead charges — that is, salaries, commissions and fees to officers 
and soliciting agents, directors and trustees, and all office rent and 
advertising rent. The company could do that business far more 
economically than the (jovernment could. It has an organization. 
It requires time ; it requires years to build up any of those organiza- 
tions. Now, you have not the organization. You have nothing to do 
but pay the clerks for doing the business. 

I have not a bill prepared with this amendment — that is, as an addi- 
tional article — ^but ift he committee desires it I will have the state- 
ment submitted to it in the morning. 
The Chairman. You may prepare it and hand it to the clerk. 
The Chairman. Judge Julian Mack desires to be heard, and he 
will be the next gentleman to appear before the committee. 
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STATEMENT OF JUDGE JULIAN W. MACK, TTNITED STATES 

CIRCUIT JUDGE, CHICAGO, ILL. 

Judge Mack. Mr. Chairman, I do not know just how fully you 
want me to go into the bill. 

The OiAiRMAN. I wish you would first, before you begin your 
argument, tell us what you think of the amendment which was offered 
by Dr. Richardson. 

Judge Mack. I am opposed to the amendment offered by Dr. Rich- 
ardson with regard to reeducation, and for this reason : One of the 
very most important obligations of the Government in this crisis will 
be to provide, or to see that there are provided, methods of rehabili- 
tation and reeducation. Every country engaged in the war is doing 
that. Germany, with her usual foresight, did it long before the war 
for the victims of industry. The allies had a conference on the sub- 
ject last May in Paris. The Surgeon General's office has been collect- 
ing a vast amount of literature. There are men on the ocean to-day 
who are gping over to study how the thing has been done and is being 
done in England and in France, and who have studied how it has 
been done in Canada. Just what is the best method of doing this is ' 
a matter upon which I am not prepared to express any opinion now, 
and which I believe should be the subject matter of very thorough 
consideration and discussion, to which there should be invited repre- 
sentatives of labor and capital, because the question of the placing of 
these reeducated cripples, receiving Government compensation in 
the future industry of the country, is a very vital one to the country 
at large. 

Now, it is just because of these things, because so many people 
are at work on the problem, the Red Cross in addition to the Sur- 
geon General's office, that in this bill we put in only two fiscal pro- 
visions — and it is a fiscal bill — in regard to reeducation and rehabili- 
tation. We assume in the bill that the Government is either going 
to provide it or procure it to be provided. Then we provide what 
all countries are now doing, that a man shall not lose compensation 
that the bill gives him, for instance, for loss of his legs, because 
through this reeducation he has bettered his economic condition, and 
secondly that he shall have his compensation suspended if he un- 
reasonably refuses to undergo a course of reeducation. In other 
words, the point is to stimulate him to make the most of life, instead 
of being content with the dead level of Government compensation. 

The Chairman. Your idea is just to leave the Surgeon General 
to manage it as he is now doing and not to put anything into this 
bill to prevent its being transferred to some other jurisdiction, if it 
was thought better? 

Judge Mack. Precisely. I say that in view of this fact: For in- 
stance, in France they have established what they call the office 
national, under the general auspices of the ministers of war, of edu- 
cation and of labor. We may assume it is advisable to put the begin- 
ning of this in the Surgeon General's hands, if a man is in the Army. 
We may then, if we wish to, put it in the Department of Labor, the 
Department of Education, or some new bureau of the department. I 
am very sure it ought not to be in this War-Risk Bureau. That is 
another reason why I did not think it ought to be in this bill, but the 
fiscal provision ought to be in. 
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Mr. Chairman, shall I discuss the bill as an entirety and point out 
different features of it ? 

The Chairman. I do not think I would, because vou have dis- 
cussed that matter at the House hearings. If I were yow? I would 
just take up the points suggested to you this morning by those who 
criticized the bill on fresh points. 

Judge Mack. With the amendments that the House has made? 

The Chairman. Yes. 

Judge Mack. Permit me to say as to the amendments that the 
House has made the first amendment is in sections 1 and 2. We had 
in the original bill what was thought to be an exceedingly moderate 
salary for the director of this bureau and for the commissioners of 
the two divisions of the bureau — the present bureau dealing with 
marine insurance. 

The Chairman. Where is that to be found? 

Judge Mack. On page 2, line 5. The House cut down the salary 
of the director of this bureau from $6,000 to $5,000. 

Senator Smoot.' There is a reason for that, of course. The Com- 
missioner of Indian Affairs gets $5,000 and the Commissioner of the 
General Land Office gets $5,000. 

Judge Mack. Yes; and that is why we put the commissioners of 
these two divisions at $5,000, and the director of the whole thing, as 
it is going to be an enormous work and new work and constructive 
work, at $6,000. 

Senator Smoot. The Commissioner of the Land Office has more 
billions of dollars under his charge than any other man in the coun- 
try, and he draws less salary. 

Judge Mack. Yes; but that is an old established department — I 
do not mean to say for a moment that the work he is doing is not 
vastly important ; of course it is, but nevertheless it is not of a new, 
constructive character, such as this. 

Senator Smoot. I know that the}^ are doing a great deal of work — 
the Commissioner of Indian Affairs and the Commissioner of the 
General Land Office. They spend more hours at it, and they do a 

treat deal more work than many of these commissioners who get 
10^000, and those men are only getting half the pay. 

Judge Mack. That may be a reason for raising their salaries. As 
a matter of fact, the Secretary feels very strongly about it, as I do, 
that $5,000 is an utterly inadequate salary, and that even the $6,000 
that we suggested originally was inadequate, even for Government 
salaries. 

Now, Mr. Chairman, I will only touch on these amendments that 
I think ought to be corrected or that have been omitted and not touch 
upon those that I think are entirely proper. 

The Chairman. There is one thing that I want you to do a little 
later, not now. In the hearings by this general committee of five 
insurance men they made suggestions of certain amendments. I 
wish you would draw up for the subcommittee just a little statement 
in the nature of a brief as to which one of those amendments wa^ 
adopted before the bill was introduced in the House or by the House 
committee or by the House itself and which of them were rejected 
and why. 

Judge Mack. Yes, Mr. Chairman. 
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The Chairman. You may file that with the clerk. I may want to 
use it in the subcommittee and, as a matter of fact, on the Senate 
floor. 

Judge Mack. You mean in their original report to the Secretary 
of the Treasury that that committee of ten made? 

The Chairman. Yes. It is in the first hearing before the House 
committee. 

Judge Mack. Yes; I. have it. I know to what you refer. 

The Chairman. It is Part I. I think they made a number of sug- 
gested amendments, and I want to know what became of each one and 
which was adopted and which declined, when declined and adopted, 
and why. 

Judge Mack. I remember that one or two of them were accepted in 
the drafting of the bill. 

The Chairman. If they were accepted, mention that fact in order 
to show what has been done in accordance with that schedule. 

Judge Mack. Very well. You say I shall not touch on those 
amen<£nents in the House bill that are entirely acceptable. Some of 
them are mere matters of form. 

Senator Smoot. No ; we will take care of them. 

Judge Mack. I just want to call your attention to page 9, line 9, to 
the definition of the term "commissioned officers." Of course, that 
includes warrant officers. It provides [reading] : 

The term " coinmissioned officer " includes a warrant officer, Army field clerk, 
and field clerk, Quartermaster Corps. 

That is in the bill as it comes before you. That is an entirely proper 
insertion because it gives them the compensation and insurance. They 
have a peculiar standing. They are not enlisted men, but they are 
officers m the military service under the decisions of the Attorney 
General and the Judge Advocate General. 

The Chairman. It says " warrant officer." 

Judge Mack. That is a Navy term, but these men are in the Army 
proper. I merely say it is a proper amendment and covers the 
point ; otherwise there would be an hiatus. 

Now, there is one amendment that I desire to suggest again, simply 
for clarity that was not made by the House inadvertently. It is on 
page 13, line 13, in place of the words " to his next of kind." " His 
next of kin " is capable of several meanings and does not include in 
many States a wife, and, therefore, to be perfectly clear, I would say, 
" such person or persons as would under the laws of the State of his 
residence be entitled to his personal property in case of intestacy." It 
is simply a suggestion of better language than the words "to his 
next of kin." 

Senator Smoot. Of course a wife is not next of kin. 

Judge Mack. Precisely. I desire also to call attention to line 24 
on the same page. The House made a change and said, " No family 
allowance shall be made for any period preceding declaration of 
war." The result of that is this, that all of these family allowances 
would in all probability have to be paid since April 6, up to the date 
of the passage of this amendment. That means a large sum — six 
or eight months of back pay that would go to the families of those 
men. 
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Now, that may be just and it may not be. The Eed Cross wanted 
lis to put in this bill a provision that they should be reimbursed by 
the Government for moneys paid out by them for soldiers' families 
preceding the date of the declaration and we refused to put that in 
because we said we would have to put in all charitable organizations, 
^ow, for the same reason, query, whether the family itself should get 
it? They have gotten along somehow or other through the means 
of charity. Query, whether the Government should give six or 
eight months' back pay. That is reqiiired by the provision. It is 
not in the original bill but that is a House provision. We did not 
tave it in that way. 

The Chairman. If I understand this House amendment correctly, 
of course the utmost the man ought to ask for would be from the 
day he enlisted in the service. 

Judge Mack. That is all he gets. But you see this applies to the 
Hegular Army. 

The Chairman. The date preceding his call to the colors. 

Senator Smoot. This covers the Eegular Army, and they were all 
in the Army, and it seems to me that if this provision stands they 
will claim whatever benefits there are from the dav the war was de- 
■clared, April 6. 

The Chairman. By the way, this declaration of war ought not to 
be in here. We declared a state of war existed. But we can amend 
that when we come to it in our consideration. 

Judge Mack. That is the only point about it and I thought it my 
duty to call your attention to it. 

Senator Smoot. It will cost many hundreds of thousands of dol 
lars. 

Judge Mack. It may cost a great deal, but I doubt whether then- 
is much going to the families of enlisted men. 

Then I want to call your attention to the possibility of interpret 
ing this in such a way that it would not accomplish its purpose. A 
man can not get a family allowance unless he makes allotments. 
These people have not been making an allotment. Query: What is 
the meaning of this ? Does it mean they are to get an allowance even 
if they have not made allotment? Does it mean they must pay back 
six month's allotments? I do not know. It is one of the doubts that 
has arisen. 

The Chairman. The House inserted " any period preceding decla- 
ration of war." It appears in section 204. 

Judge Mack. In the original bill we had it in this way: "No 
family allowance shall be made for any period preceding the enact- 
ment of this amendment." The act takes effect as of the date it is 
adopted, and that ends it. . 

The Chairman. I think both are wrong, and I will tell yon why. 
We have sent a lot of these boys to France, and they ought to be able 
to take advantage of this 

Senator Smoot. It is not the wording we want, anyway. 

The Chairman. Very well, we will pass that. 

Judge Mack. You mean they ought to get back pay for their 
families ? 

The Chairman. Those that are in service in France. 

Judge Mack. Then you want to leave the House declaration as it 
is, because they can not get it back of their enlistment anyway. 
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The Chairman. I think we can re-form that so that it will be in 
better language. 

Judge Mack. Very well. The next point — due to carelessness — is 
on page 16, line 6. For perfect clarity, the words " the allotment '' 
should be " this additional allotment." That makes it perfectly clear. 
As it came before the House that paragraph was numbered (^), and 
it was not intended to be numbered (<?), because it was intended to 
limit only (c) and not to limit the other provisions; but as the House 
amendment of it simply strikes out (c?), as I suggested, this does not 
quite make it clear enough. "This additional" will make it per- 
fectly clear.* 

Senator Smoot. Supposing, to make it compulsory, we make both 
(a) and (h) compulsory. 

Judge Mack. This provides it may be exempted ; that is, exemption 
from this additional allotment — that is, and class (6), as the condi- 
tion of allowance may begranted. 

Senator Smoot. The biU provides : 

On the enlisted man's appUcation, or otherwise for good cause shown, ex- 
emption from the aUotment as a condition to the allowance may be granted^ 
upon such conditions as may be prescribed by regulations. 

Now, that follows subsection (c) , which recites : 

If he is making the compulsory allotment to a member of class (a), the mini~ 
mum monthly allotment so designated to be made to members of class ( h ) shall 
be one-seventh of his pay, but not less than $5 per month. 

Then it goes on- 



Judge Mack. That is additional. 

Senator Smoot. But on lines 5, 6, 7, and 8 the provision in those 
lines, it seems to me, makes the allotment of both (a) and (h) com- 
pulsory. 

Judge Mack. No. 

Senator Smoot. Why does it not ? 

Judge Mack. (6) is not compulsory at all. 

Senator Smoot. I know it is not compulsory, but does not this make- 
it compulsory ? 

Judge Mack. By saying he may be exempted ? No ; it says he may^ 
be exempted from it as a condition to the allowance. It is compul- 
sory as a condition to the allowance. 

The Chairman. Suppose we put in the words " under class (&) " ? 

Senator Smoot. Then there would not be any question about it. 

Judge Mack. "Exemption from the allotment to class (h) as a 
condition to the allowance may be granted," and so forth. That is all 
right. 

Now we come to a more important matter — section 300. 

The House inserted in line 19, page 17, the words " in the line of 
duty." I suggested, and again suggest, not* only that those words be 
stricken out but that the original language, "in the course of the 
service," be stricken out, and that there be added at the end of the 
paragraph the words, " but no compensation shall be payable if the 
injury or disease was caused by his own serious and willful miscon- 
duct." 

That would not include the same thing. 

Senator Smoot. What would you call or class as serious? 
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Judge Mack. I do not know. I followed the lansua^e When I 
say " serious," of the Massachusetts compensation act, which is geri* 
erally considered as one of the best of compensation acts. 

Senator Smoot. We never used that word in any pension. . act 
that we have ever passed, and this is virtually a pension act. 

Judge Mack. You have used the word 

The Chairman. " Serious or willful misconduct " ? 

Judge Mack. I said " serious and willful misconduct." 

The Chairman. Why the adjective? Why not say "by his own 
misconduct ? " 

Judge Mack. You have had that language before and it has 
been interpreted to include negligence, and to-day, under the com- 
pensation laws, a man gets compensation even though he has been 
negligent and misconduct has been interpreted under the decisions 
of the Judge Advocate General as includmg negligence. I want to 
exclude negligence, and therefore I use the word " willful." 

The Chairman. Why not say " willful." The question is, what is 
serious ? " Serious " is not a law term and " willful " is. 

Senator Smoot. I suggest that we take it out. 

Judge Mack. The point about the line of duty is this : Congress 
once defined " line of duty," in 1866, as applying to the law of 1865. 
The Court of Claims has rendered a decision defining " line of duty." 
The Pension Office, the Judge Advocate General's office, and the 
Attorney General's office differ among themselves in the definition as 
to the scope of " line of duty," as applied to different acts, and they 
differ among themselves as to its application to some of the same 
statutes. 

Senator Smoot. But there is no difference in the construction of 
"line of duty," as applied to any pension act that we have ever 
passed. 

Judge Mack. There could not be because the Pension Office de- 
cision is supreme. 

Senator Smoot,' This is virtually a pension provision, and it seems 
to me it could be construed to apply exactly the same as the law 
applied to pensions. 

Judge Mack. I differ with you, and for this reason : In the first 
place, it is compensation based on the analogy of the compensation 
act, and therefore the pension system would not be looked to in all 
probability for an analogy. 

Senator Smoot, Maybe not if we leave compensation there, but if 
I had my way I would put it in, not muddle it up, and say " pension 
for death or disability." 

Judge Mack. Now, secondly, I disagree totally as to the definition 
that has been given to " line of duty " by the Pension Office in its 
latest interpretation. I should not want to see that enacted into law 
again. Only this year the Judge Advocate General's office and the 
Pension Office have disagreed as to " line of duty " in the same case, 
and the way the Judge Advocate General's office came to have an 
opinion on the subject is that Senator Newlands requested an inter- 
pretation hj the Judge Advocate General's office. Of course, as they 
answered him, their interpretation does not count, as the Pension 
Office is supreme. 

(13883—17' 6 
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^ In the gratuity act of 1908 it was provided that one killed in the 
line of duty should get a ffratuity. In 1909 that was amended, and 
the words " in the line of duty " were stricken out, and in accordance 
with the suggestion here similar language was used, except they used 
the word merely " misconduct " — ^" no compensation shall be given in 
case of misconduct^'* but they struck out " in the line of duty." 
There was a case raised on that point in the Court of Claims, arising 
between the original act and the amendment, so the Court of Claims 
had to construe " line of duty." They construed " line of duty " in 
the way the Attorney General and Judge Advocate General have 
construed it, as including the time that a man was off on leave of 
absence, and that was not merely leave of absence. It is true it is 
dictum, but they went a great deal further in that dictum, and the 
Judge Advocate General's office believes that that dictum is abso- 
lutely sound. 

The point I make is that you have this complicated. Why use 
language which Congress took out of the gratuity act in 1908. 

Now, let us see what we want to cover and then make it clear. 
I should say we wanted to cover the man's active service — a man who 
was subject to a 24-hour call, always employed, who was subject to 
termination of leave at any moment, and both when he is away on 
leave as well as out in the field, unless through his own willful mis- 
conduct he brought the thing on himself. 

The Chairman. When he overstays his leave he is not on duty. 
Then, of course, he is guilty of misconduct. 

Judge Mack. I would strike out lines 18 and 19. I say strike out, 
because " in the course of service " puts another new phrase into the 
law, which has not been interpreted, and there is no telling how it will 
be interpreted. 

Referring to section 801, the House amendment is very serious. It 
is serious in two aspects. 

The Chairman. "V^Hhat is the House amendment ? 

Judge Mack. Line 2, page 18, they have inserted the words there 
" marriage contracted before." The question is this : Shall a widow 
get a pension only if she was married to the man at the time he went 
into the service or was injured, or shall a widow get a pension, no mat- 
ter when she married the man ? There is the fraud possibility that is 
always thrown up — the 85-year-old soldier marrying a designing 
woman of 25 who wants only to get his pension. What are the facts 
that confront us at this stage of the game ? Our boys are going out 
at ages from 21 up to 31, and will come back at ages from 21 to 35, say. 
Suppose they come back cripples ; they come back men ; they come back 
wanting marriage. Is there anybody in this country who more deserve 
the loving care of a wife and children than those men? They are 
eugenically fit, unless they have made themselves unfit. But, despite 
the fact tliey are cripples, they are fit for marriage, and the marriage 
of those men ought to be encouraged. Entirely apart from the ques- 
tion of individual rights comes the question of the stock of this coun- 
try. Do we want the stock of these soldiers to die out just because, 
those soldiers are cripples ? If anything, we ought to encourage the 
marriage of those men; but apart from that argument we certainly 
owe a duty to those men not to put obstacles in the way of their get- 
ting married. Now, they come back cripples ; they come back getting 
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this minimum pensioii that will give them a bare existence ; they can 
marrv and their disability pension keet)s on — ^it increases as their 
families increase ; but When they die the woman who has had to sacri- 
fice herself for them in their Mfetime is cut oiF. 

The Chairman. The House inserted just what'lan^age there? 

Judge Mack. In the ori^nal bill we had no limitation. The House 
has put in " from a marriage contracted before or within 10 years 
after the injury." The resuH; of that is a woman must marry a man 
within 10 years after the injury to get the compensation after his 
death. I think it is proper enough to put in some limitation, and the 
question is whether 10 years is long enough in view of the youth of our 
boys when they go out, whether we should put in 15 years ; but whether 
you make it 10 years or 15 years you ought not to put in this language, 
because, unintentionally I think on the part of nearly everybody 
in the House, this cuts off children. If a man marries a woman after 
10 or 15 years, you may say it is right she should not get her pension 
after he dies ; but surely it makes no difference whether they are her 
children or the children he now has, they are his children, and ought 
to get the pension irrespective ; therefore I submit the way to cover 
that is this : This is my suggestion, to strike out the words " from a 
marriage contracted before or within 10 years after the injury " ; then 
if you want to limit the widow to one who marries the man within 10 
years or 15 years, or any other period, you would do it by inserting at 
the end of this 

The Chairman. You do not want to strike out the " if "? 

Judge Mack. No; we do not want to strike out the word " if." You 
want to strike out the other words. You would insert at the end of 
section 301 — ^that is, at line 2, page 20. you would add the word 
^* widow " as used in this section — " shall include only one who shall 

have married deceased within years after the time of the 

injury." 

The Chairman, I think they are hardly apt to marry a man after 
50 years without mercenary motives, and I think therefore if you 
gave them 20 years, which would bring them up to 51 years of age, 
the oldest of them, it would be a very good period, and fair. 

Judge Mack. You have got to take into consideration the officers. 
Senator, lots of whom are 50 now, and 3'^ou would give them the 20 
years. 

The Chairman. Yes. 

Judge Mack. As far as I am concerned, I should like it out alto- 
gether, but if you want to put in some limitation, all right, but under 
no circumstances cut out children. I suppose you ought to define the 
w^ord " widow," and I suggest this addition : 

" The word ' widow,' as used in this section, shall include only one 

^ho shall have married the deceased within years after the 

time of the injury," inserting whatever number of years you think 
is wise there, making that 10, 15. or 20 years. 

The Chairman. After the time of peace? 
• Senator Smoot. No ; after the time of injury. 

Judge Mack. Somebody objected on the floor of the House that 
it was not perfectly clear. I do not know; to me it sounds clear; 
it may be better, however, to say either bBfore the injury or within 
15 years after. What do you think ? 
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Senator Smoot. You would not want it 16 years before. 

Judge Mack. No ; " before the injury or within 15 years after the 
injury." 

Senator Smoot. That is the same thing. 

Judge Mack. I agree with you, but some people say this is not 
perfectly clear. I thought it was absolutely clear. 

Senator Smoot. Yes, 

Judge Mack. Representative Parker made the amendment in the 
House, and he first said, " within 10 years," then he changed it and 
said, •' befoi-e or within 10 years." 

Senator Smoot. All right. 

Judge Mack. I do not care which way that is phrased. 

Now, the next amendment is in that same section. The House 
changed the entire scheme of death benefits. The scheme that the 
bill outlined, page 18, was a percentage of the man's pay. In other 
words, there was a difference between privates and noncommissioned 
officers on the one hand and commissioned officers on the other hand. 
The widows of the privates and noncommissioned officers were given 
a certain minimum and maximum amount; a certain minimum and 
maximum amount because the percentage would not equal the fixed 
amounts in the bill, but the officers were given amounts, were given 
percentages of pay which, in many instances, would exceed these 
amounts that were fixed for the privates. We also had a provision 
that the maximum compensation would be $200 a month. Now, the 
House struck that out on the argument that it was entirely undemo- 
cratic to make anv distinction between the widows of officers and 
the widows of the men; that all should be treated alike under a 
democratic government. One Representative went so far as to say 
if he had his way he would give all of the officers and privates in 
the new Army, not the Regular Army, he did not go that far, the 
same pay, and he would certainly treat their widows and themselves 
exactly alike in cases of death or disability. That argument pre- 
vailed and prevailed overwhelmingly in the House. All the speeches, 
practically, were one way — one or two the other way — ^and the vote 
was very small in support of the scheme 

The Chairman. Leaving out the question of difference in compen- 
sation between officers and privates, because, of course, the officer does 
a very much more responsible work, and therefore ought to be more 
highly paid ; but I confess I do not, myself, see after they are both 
dead, whv the widow of one should be treated any better than the 
widow of the other. Widows have no rank and have no responsi- 
bilities and have no duties. 

Senator Smoot. They are treated differently, however, in the pres- 
ent pension law* 

Judge Mack. They have always been treated differently, and in 
all compensation acts, where compensation is based on pay and the 
widows are given compensation based on the pay their husbands re- 
ceived. I suppose the basis of that is that a man raises his family in 
the line or on a plane to meet his income, and if he is cut off— if he 
is an officer in the Army presumably he has not an opportunity to 
leave much of anything to his family. I presume the reason for the 
difference is that it is supposed that the officer's widow, having been 
used to a different plane, is in ju^stioe entitled to it. 
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Senator Smoot, Judge Mack, if there is a fight made on us on the 
floor of the Senate along the suggestions made by you, they will 
beat us the same as in the House. You know there are more soldiers' 
widows than there are officers' widows, and more vote the one way 
than the other, so they will beat us on the floor of the Senate. 

The Chairman. Now, without disregarding the fact that all pre- 
cedents are the other way, I confess, as far as I am concerned, while 
an officer ought to be paid more than a private, because he does differ- 
ent work and a higher order of work, with a different training and a 
different equipment, a different preparation and a higher degree of 
skill and deserves higher pay, just as a man in civil life receiv-es higher 
pay for more responsible work, yet I do not see the duty of the 
Republic to do any more for the widow or the children of one than 
for the widow or children of the other, especially as the. Republic is 
only attempting to keep them from want and to compensate them so 
that they may live according to the average American standard of 
living. 

Judge Mack. They can not live on that standard in most places. 

Senator Smoot. They can not live at the Portland Hotel, of course. 

Judge Mack. That leads to just another argument. It is not, to 
xny mind, vital to the bill, but you are ^oing to get a delude of special 
legislation for officers. If Gen. Pershmg had not lost his wife, and 
he should get killed in this war, and his wife survived, you would 
surely have special pension legislation for her if the House bill' 
prevails. 

The Chairman. If he is a celebrated officer and has done very 
particular service, he would, and if he was not he would not. 

Senator Smoot (to the chairman). Why take care of his widow 
after his death any more than of the widow of the common soldier, 
from your argument? 

The Chairman. Congress has made this distinction. They took 
care of Grant's widow and Sheridan's widow and Sherman's widow. 

Senator Smoot. And every other officer's widow. 

The Chairman. No; they have not. They have refused to take 
care of a whole lot of them. 

Senator Smoot. I do not know who they are. 

The Chairman. There are some men who become national ir^sti- 
tutions. 

Judge Mack. I may say in this connection that one of the men 
who was the most helpful in the drafting of this bill, particularly in 
the technical draftsmanship, and upon whose judgment we relied 
greatly on this compensation measure^ is a son of Gen. Sherman, and 
his judgment was largely the guide in the framing of these com- 
pensation provisions. 

Senator Smoot. So far as I am concerned, I think the Govern- 
ment owes it to the widows of some of these generals of the Civil 
War, on whom so much depended, and who were successful in carry- 
ing on the war, I think the Government owes them a compensation 
of at least $100 a month, and that is the view which Congress has 
taken and acted upon. 

The Chairman. This is taken on the percentage of their pay ? 
. Judge Mack. That is all cut out by the House. 
; The Chairman. What did they cut? 
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Judge Mack. They cut out all the percentage on pay. 

The Chairman. Then I have not got the House bill. 

Judge Mack. Those words should be stricken out. 

The Chairman. The word "percentage" up there ought to be 
changed into " amounts " ? 

Judge Mack. They struck that out on page 20, line 7, but they 
apparently forgot to strike it out here. 

Senator Smoot. Yes ; it is evident on its face. 

The Chairman. The way the House intended that was " amount " ? 

Judge Mack. The " following amounts," yes, instead of " percent- 
ages of pay." 

The Chairman. Where was it the House struck that out? 

Judge Mack. At page 20, line 7. That was the disability provi- 
sion. You see, they made the change there and forgot to make it 
here. My suggestion was to leave in the percentage and put the 
maximum at $100 instead of $200 — ^if our maximum is too high, cut 
it down — ^but they disregarded that. 

The Chairman. Where did you have your maximum — on what 
line on page 18 ? 

Judge Mack. In the original bill it followed " G," it came^ directly 
after "G," the words "the maximum monthly compensation for 
deaths shall be $200 " ; but now you see that was based on our hav- 
ing percentages before these amounts. Now, if you leave out the per- 
centages, then you do not have any maxima. 

The Chairman. No ; of course not ; but if we restore the percent- 
ages then we do want a maximum, but we want to restore it to $100, 
not $200 ? 

Judge Mack. Yes; I should agree to that in case of death, and 
$125 in case of disability. 

Senator Smoot. Before you proceed further, turn back to page 1^ 
of the bill. Under clause A, subdivision (d), it provides there 
"that if there be no wife, but one child, $6"; and subdivision (e)^ 
" if there be no wife, but two children, $12.60." 

Judge Mack. The point about that is this : The man himself must 
allot at least $15; so, if there is one child, the total that child would 
get would be $20 ; if there were two children, they would get $27,50, 
and so on down the scale the per capita decreases somewhat as the 
family increases. That is the first question everybody has asked. 

The Chairman. Yes; put together, they get more. Now, what 
else? 

Judge Mack. There is a little incongruity in figures on page 18. 
Let me say that the House raised the figures we had by about $5. We 
had $30, but they have raised $30 to $35 and $40 to $45, but that is 
all right. The query is whether the item $52.50 ought not to be $55, 
because it is a little incongruous with some of the other provisions, 
but it is not worth fighting about. I simply call your attention to it. 

Let me call your attention to another amendment the House com- 
mittee made and the House adopted. I made no argument about it 
after the committee had made it. Page 19, line 9 : 

The payment of compensation to a widow or widowed mother shall continue 
until her death or remarriage. 

In the other bill we had it '^ continue until two years after renjar- 
riage." The point of it was if you cut the woman off from this pe^- 
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sion after her remarriage, there is a strong temptation not to remarry, 
but still the man is around. That was the argument. 

The Chairman. If you cut her off two years after remarriage, the 
same temptation would remain. 

Judge Mack. No; she sees her way clear for two years, and she 
marries. I simply call your attention to it. 

Senator Smoot. If that is the kind of a fellow she is going to 
marry, we had better not have her marry in the first place. She had 
better never get married. 

Now, on page 20, subdivision F, line 16, speaking of the soldier, 
if he has a widowed mother substantially dependent on him for sup- 
port, " then, in addition to the above, $10." What does that mean, 
m addition to all of the above? 

Judge Mack. Yes, sir. 

Senator Smoot. Each one of the subdivisions ? 

Judge Mack. Oh, yes ; certainly. 

Senator Smoot. That is, if a soldier has neither wife nor child 
living he gets $40? 

Judge Mack. And if he has got a mother he gets $50. 

Senator Smoot. And if he was a widowed mother he gets $10 
more? 

Judge Mack. Yes. 

Senator Smoot. So it is if he has a wife and no child living? 

Judge Mack. He gets $55. 

Senator Smoot. Then he gets $10 more? 

Judge Mack. Yes; he gets $10 more on account of his widowed 
mother. 

Senator Smoot. That ought to be made clear. 

The Chairman. The question which occurs to me, if he has a 
widowed mother, substantially dependent on him for support, " then, 
in addition to the above amounts, $10"? 

Judge Mack. All right. 

Senator Smoot. You see, the above may have been just as to (e). 

Judge Mack. Yes; I see the ambiguity. You know one does not 
see the ambiguities in his own language until they are pointed out to 
him. He knows what he had in his head. 

Let me make a comment on this thing generally. We have not 
provided for compensation for other dependents than the wife, chil- 
dren, and widowed mother, and the wife and children get it, of 
course, irrespective of needs; the widowed mother gets it only in 
case she is substantially dependent on him for support. The reason 
we did not provide for the others is this, that the more inquiry into 
actual dependents that you have to make, the larger your administra- 
tive machinery grows and the greater the opportunity for fraud. 

The Chairman. That is very true. Judge. 

Judge Mack. The insurance provision is intended to supply this 
as well as a good many other things. A man, by insurance, can take 
care of his other dependents if he has got them. That is why we made 
no provision for it. 

The Chairman. That is true; but there are two phases. This ought 
to go two steps further, or to go to a dependent father, who is apt to 
be an old man and helpless, or a dependent sister, which is the most 
pathetic case of all. So I would want to put in another clause there — 
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"if a dependent father, so and so, and a dependent sister, so and 
so " — and I would stop at that. 

Judge Mack. I will draft an amendment along those lines and leave 
out the words "widowed mother," because it would be a mother, 
whether widowed or not. You mean you would provide for the poor 
mother whether she was widowed or not ? 
The Chairman. Yes. 

Judge Mack. It would be a mother, father, or sister? 
The CiiAniMAN. Yes. 

Judge Mack. Personally I have no objection to the scope of the 
thing—to extending the scope. 

The Chairman. I am with you in not allowing it to be extended 
too far. 
Judge Mack. It will be extended. 

The Chairman. But the more ^ extend it justly the less they are 
apt to extend it unjustly, and there are plenty of cases of dependent 
Sisters — more pathetic cases, if anything — ^because they are too old to 
learn new ways of supporting themselves, and the father not taken 
care of in old age is a pitiable spectacle. 

Judge Mack. You would make each of those a question of de- 
pendency upon the man ? 

The Chairman. Absolutely ; yes. 

Judge Mack. And you would extend it to father, mother, and 
sister. How about after his death ? We have given it only to a 
widowed mother. 

The Chairman. Well; I would give it to the father and sister, if 
dependent upon the deceased, 

Judge Mack. That is page 18, line 15, D. 

The Chairman. If dependent upon the deceased. 

Judge Mack. Yes; substantially dependent. 

The Chairman. I do not know about that word " substantially." 

Judge Mack. I think that is essential. 

The Chairman. All right, let it go. I would rather see it abso- 

hitely dependent, though, but still 

Judge Mack. They may not be absolutely dependent on him ; they 
may have some little of their own and yet fee dependent. 
The Chairman. All right. 

Judge Mack. Now, the House made this important amendment, 
at the bottom of page 20. They provided that for the loss of both 
feet or both hands or both eyek or for becoming totally blind for 
causes occurring in the service of the United States, the rate of 
compensation shall be $100 a month, but that includes the $20 for 
nurses or attendants. Xow, the argument about it is this: The 
pension law gives $100 a month for these causes, irrespective of 
whether a man is a bachelor or has a family. The provisions of 
this compensation act, like those of England, France, and Germany 
to-day were based on the size of the family, and therefore a single 
man was given onlv $40, even though he had both arms off. In 
other words, we recluced the present pension law so far as applies 
to these people in some respects, and decidedly increased it in others. 
We took very much better care of the widow and children than the 
present law did, but we did not make anything like as good provision 
for the single man. 
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Senator Smoot. In the present pension laws we have not taken 
Care of the Spanish War veterans' widows at all yet. 

Judge Mack. No ; I know you have not. You have not taken care 
of any increase. You have taken care of them for the nominal 
amount — the $12 amount. 

Senator Smoot. I mean they do not get $20 a month. 

The Chairman. *How would it do for us to amend this act, to say 
if a man had no wife or children nor any dependent relatives, $50; 
and if he has a wife or children or dependent relatives, $100? 

Mr. Kerr. In regard to the blind man, you give him $20 in addi- 
tion. It must be understood that that man is the same as being mar- 
ried ; he has got to have some one look after him all the time ; he can 
do nothing ; he is helpless. Now, the man whom he hires you have got 
to be substituting, so out of that $40 or $50 a month it seems hardly 
possible that he could do it. That is the purpose of the pension law ; 
they make it $100 a month for total blindness, or say, with a man who 
has lost both hands or feet. They realize he has got to be taken care 
of. His condition is on a parity, in some respects, with the man 
whom the blind man hires to look after him. A man who is abso- 
lutely helpless has got to be helped. 

The Chairman. It destroys the theory of compensation but accom- 
plishes substantial justice. 

•Judge Mack. I have absolutely no objection to it; my only point 
is, Does it go far enough ? In other words, there is no logic,, to my 
mind, in making a distinction between a man who has lost both hands 
and a man who is bedridden, except that the former is dismembered. 
Take the man who is bedridden but has not lost a member ; I should 
say he was in a worse condition, yet they do not give him the $100. 

Senator Smoot. We do not under the present law. 

Judge Mack. No. 

The next is page 25, section 34. That created a good deal of fight. 
The lines 22 and 24. We had 1 year and they have changed it to 10 
years. The point about it is this 

Senator Smoot' You have these words here, "in the course of 
service," " in the line of duty." 

Judge Mack. No ; that is not what was meant ; " during the serv- 
ice" was what was meant. Now, they did not amend section 308. 
The argument was made on the floor of the House that the present 
pension law gives no time limitation at all. If a man has been in- 
jured during his service in the line of duty, they said he ought to be 
able to come for his pension at any time. Well, in section 308 we 
have provided this, that the man must be injured, of course, during 
his service, but the disability may arise either during his service or 
after the discharge. If it arises after discharge, he must have ob- 
tained a certificate from a director within a year after discharge that 
he has an injury that is likely, in the future, to cause his death or his 
disability. Now, if he gets that certificate, it does not make a par- 
ticle of difference when he dies or when he becomes disabled, his com- 
pensation begins on death or on disability without time limit, pro- 
vided only he has got the certificate. 

Senator Smoot. Ninety oer cent of them would not undertake that 
within a year's time. 
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« 

Judge Mack. Oh, yes ; thej^ know thev have got a bullet, for in- 
stanch, or something of that kind. The Army itself will provide for 
their examination on mustering out to determine these things. 

Senator Smoot. We find now, in regard to the Spanish War Veter- 
ans, for instance, they go 10 years and they do not know of anything 
that is the matter with them particularly; they have no particular 
pain, yet we get certificates by the hundreds that it was caused by 
service originally. 

Judge Mack. That is what we want to prevent ; that is, the frauds ; 
pensioning the man who has not become disabled during service. 

Senator Smoot. Qne year is too short a time. 

The Chairman. And 10 years is too long. 

Senator Smoot. Perhaps so, but one is too short. 

Judge Mack. Pardon me, but this 10 is an entirely different thing. 
Section 308 provides that he must get a certificate within a year after 
his discharge from the service that he had got an injury — ^not that 
he is disabled, but that he has got an injury — that is liable in the 
future to cause disability or death. It does not make any difference 
when that disability or death arises; it may arise 8, 10, or 20 years 
after discharge. Under section 311 the time to file the claim may be 
extended to two years after such disability or death under the origi- 
nal bill. The House amended that by providing that he may file his 
claim within 10 years after the death or disability occurred ; not after 
the injury, but after the death or disability arose. 

The Chairman. If he has gotten his certificate within one year, I 
do not see why he should not have 10 years after that within which 
to file. 

Judge Mack. He may have 50 years after that. Senator. 

The Chairman. I do not believe I would give him 50 years. 

Judge Mack. Here is the point. His death may not occur until 10 
years after. Suppose his death does occur 10 years after, when 
ought his widow to file her claim ? We said within a year, or make 
it two or three years, after death. The House says she can file her 
claim within 10 years after his death. Or, suppose 10 years after the 
injury he becomes disabled; he has got a wound; he has got a bullet 
in his body 

The Chairman. Let us read this. It is as follows: 

That no compensation shall be payable unless a claim therefor be filed, in case 
of disability, within 10 years after discharge or resignation from the service; 
or, in case of death in the course of service, within 10 years after such death 
is officially recorded. 

Now, that is the provision. 

Judge Mack. Yes. Now, then, taking that in connection with 
section 308. 

The Chairman. Section 308 relates to the certificate, that no com- 
pensation shall be paid on death or disability which does not occur 
prior to or within one year after discharge or resignation from the 
service, except that where after medical examination is made pur- 
suant to regulations at the time of discharge or resignation from the 
service, or within a certain reasonable time thereafter, not exceeding 
one year, as may be allowed by regulations, a certificate has been 
obtamed. • 
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Let me tell you of a case which occurred not long ago. There was 
an old Confederate soldier who was up here and marched in the 
reunion. He had been shot, wounded. It did not give him much 
trouble. He went home, and a sort of supuration and blood poisoning 
set up in that old wound two or three weekg after he got home, and 
this was 40 years after the war. HeVill undoubtedly die of the 
injury he received during the war. He is not dead yet, but they say 
he is going to die. So there are some few cases of that sort. 

Judge Mack. He could get it provided he had a certificate issued 
within a year after his discharge that he had a wound which was 
likely to cause disability or death at some time in the future. 

The Chairman. Do you think that man, with his pride, would 
have gone and asked for the certificate? I doubt it. 

Judge Mack. The Army regulations will provide for that exami- 
nation on mustering out. 

Senator Smoot. They do that. 

The Chairman. I am sure he never would have asked for it. 

Senator Smoot. Men have been discharged from the Army sound, 
from the Spanish- American War, who have died of diabetes and all 
sorts of trouble, within a few months after. 

Judge Mack. Yes; but you would not say that was caused by the 
war. 

Senator Smoot. Yes; I think more than likely it was. 

Let me call your attention to this language in sections 308 and 311, 
and see whether it would not allow compensation to a dishonorably 
discharged soldier. 

Judge Mack. There is some specific provision for that. 

Senator Smoot. Where is it? 

Judge Mack. In section 310 [reading] : 

A dismissal for dishonorable or bad-conduct discharge from the service shall 
bar and terminate all right to any compensation under the provisions of this 
article. 

Senator Smoot. I was going to, say, " after an honorable discharge 
or resignation from the service." 

Judge Mack. That covers it, does it not? At least I submitted it 
to the Army people. 

Senator Smoot. I think perhaps it would. 

The Chairman. This period, whatever we fix it, ought to be the 
same in both of these places. 

Senator Smoot. No ; this is one thing, and this is another. That is 
an entirely different thing. The one year is all right there, but I 
do not care whether it is 10 years or not. If he does not want to 
apply in 10 years 

Judge Mack. I will call your attention, in all fairness, to this 
section 312. It was not amended at all, and if they do apply, they 
can not get more than two years' back pay. Ten also appears at 
page 26, line 3. Ten is there used, too. 

The Chairman. What next? 

Judge Mack. That brings us now to insurance. 

Mr. Kerr. Senator, before you go any further, may I ask Judge 
Mack a few questions about this? 

The Chairman, Yes. 
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Mr. Kerr. If I understand*^ exactly, this article 3 is to annul, for 
the time being, or to annul absolutely with regard to the soldiers dur- 
ing this war with Germany the pension law, is it ? 

Judge Mack. Yes, sir. 

Mr. Kerr. In regard to the soldier who incurs disability in service 
or the widow of the man who*dies in the service? 

Judge Mack. Yes, sir. 

Mr. Kerr. Have you accomplished that in the language you have 
used in that? 

Judge Mack. If not, let us know it. 

Mr. Kerr. There is no punctuation in it at all. I have studied 
this 

Judge Mack. You mean section 314, page 26, line 21? 

Mr. Kerr. I only speak because I thought you wanted that and 
wanted to get it right. There is no punctuation, and it now reads : 

Existing pension laws and laws providing for gratuities or payment in the 
event of death in the service shall not be applicable after the enactment of this 
amendment to persons now in or hereafter entering the military or naval service, 
except in so far as rights under any such law shall have heretofore accrued. 

Now, what is there in that which would exclude a man who lost 
his arm in the service from coming back here and obtaining the 
pension ? 

Senator Smoot. tJnder our pension laws, if he belonged to the 
Regular Army. 

Mr. Kerr. No ; if he belonged to that army at all, if he were shot 
or lost his arm, what is there in that provision which precludes 
him 

Judge Mack. Because it says " the existing pension laws shall not 
be applicable hereafter.". 

Mr. Kerr. But in the event of death, not disability. 

Judge Mack. No; "laws providing for gratuities." 

Mr. Kerr. But you have got no punctuation in that. 

Judge Mack. All right ;"if that is not perfectly clear, let us make 
it clear. 

The Chairman. We can make it perfectly clear by revising the 
language, putting it this way : 

The laws providing for gratuities of payment in the event of death in the 
service and existing pension laws shall not be applicable. 

Mr. Kerr. My suggestion was going to be to put a comma after, 
first, " laws." Let us go a little further, though, in regard to that : 

Shall not be applicable after death to persons now in or hereafter entering 
the military and naval service, excepting so far — 

And so forth. You are making that personal to the soldier. What 
is there in that to prevent a widow getting the pension, or, as the law 
stands, preventing a dependent father from getting the pension, or 
a dependent brother or sister under 16 years or age i 

The Chairman. Let it read this way : 

The laws providing for gratuities of payment in the event of death In the 
service 

Mr. Kerr. I had in mind a simple solution of the whole thing. 
The Chairman. Your comma does not solve it. 
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Mr. Kbrr (reading) : 

Existing pension laws [comma] and laws providing for gratuities or pay- 
ment in the event of death [comma] shall not be applicable after the enactment 
of this amendment to persons in, ♦ ♦ ♦, nor to their widows, children, or 
other dependents. 

The Chairman. If you put in here " or other pension laws," that 
will cover it all. 

Senator Smoot. I think that other is the best. 

Judge Mack. No, Senator, I think Mr. Kerr's suggestion is the 
better. 

Senator Smoot. I do, too. 

The Chairman. All right. 

Senator Smoot. I think his is all right. I think that is perfectly 
plain. 

Mr. Kerr. What is it we want? First: 

Existing pension laws [comma] and laws providing for gratuities or payment 
in the event of death in the service [comma] shall not be applicable after the 
enactment of this amendment — 

And so forth. 

The Chairman. I do not see that that comma has all that potency. 

Mr. Kerr. I do. 

The Chairman. I am sure that if you reverse it and then put in 
the language you want afterwards — where do you put that, " widows 
and children " ? 

Mr. Kjerr. Right following after the very last words, " nor their 
widows, children, or other dependents." 

The Chairman. Following the word " accrued " ? 

Mr. Kerr. Yes, sir. 

Judge Mack. If you follow after the word " service," do not put 
"nor" but put "or," "or to their widows, children, or other de- 
pendents." I thank you for the suggestion. 

Mr. Kerr. I studied over it. Judge. 

The Chairman. Are there any other suggestions from anybody 
upon this part of the bill before we go to another ? 

Judge Mack. Now, the insurance. The House has put in a couple 
of amendments. 

The Chairman. What page and line ? 

Judge Mack. They are all right ; they are simply for clarity's sake. 
They are at the bottom of page 28, and some comment was made to- 
day about the one at the end of section 402, so there is no comment 
to be made upon them. They are all right. 

Now, on page 29 of line 26, after the word " insurance " the House 
struck out— we had in oriffinally a clause which the House struck 
out. I had suggested to the gentlemen in charge that perhaps the 
verbal criticism on that was sm)stantial and that it could be avoided 
by inserting these words after the word " insurance " : 

" Or from time to time by regulations," and they intended to offer 
that, but I think it was inadvertently omitted. 

The point about the verbal accuracy of what was struck out and 
which read, " rights and privileges not provided for may be granted 
from time to time as may be prescribed by regulations," was that this 
would enable the bureau to do anything. The words "rights and 
privileges not provided for may be granted from time to time as 
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may be prescribed by regulations," it was suggested, would let them 
put in anything, and the intention was that it was rights similar 
to those that were mentioned in the preceding sentence. Therefore, 
to avoid that thev objected; and I suggested inserting after the 
word " insurance '' on line 25 the words "or from time to time by 
regulations." In the absence of this amendment, gentlemen, the 
situation would be very serious, because the first sentence in section 
402 require an immediate publication of the full and exact terms 
and conditions of the contract of insurance. Now, if all of these 
provisions in regard to paid-up policy — ^the kind of thing that is 
convertible into values, and all that must be published in the con- 
tract of insurance — ^you would make it an impossible task, and there 
was no intention that should be done. 

The Chairman. In that connection somebody said this morning 
that the man at the time he took out the insurance would have to 
take his option of the sort of thing he was going to convert it into. 
There is nothing in that? 

Judge Mack. No; no such intention. 

The Chairman. What was meant was the various options he might 
resort to if he chose should be in the contract ? 

Judge Mack. Or should be granted afterwards by regulations, 
just as the insurance companies give new privileges. 

The Chairman. He drew the conclusion from the fact that they 
said, "published in the contract," that that meant the man must 
publish his option. What was intended by that " published in the 
contract" business was the various options he might put in there 
that later might be extended by legislation? 

Judge Mack. Yes; but it would require the words I have sug- 
gested to cover that. 

Now, in line with the suggestion that was made that our rates 
may be too high, that we may make a profit on the healthy man at 
these rates, and that the possibility oi dividends should be given, 
there should be inserted in line 21, page 29, after the word " values," 
the word "dividend." 

Mr. Kerr. Would it not be better to insert the words, "returns 
of ffains and savings " ? That is a more accurate description. 

Senator Smoot. Everybody understands what dividends are. 

Mr. Kjirr. But it is very much objected to. 

Judge Mack. Suppose we say "dividends from the returns and 
savings " ? 

Senator Smoot. They can not come from anywhere else. 

Judge Mack. What is the English term ? 

Mr. Kerr. Bonus. There is a confusion between a stock dividend 
and a life insurance dividend. 

Senator Smoot. There is not any question among insurance men 
what a dividend is. 

The Chairman. Why not put it "dividends from returns and 
savings " ? 

Mr. Kerr. ''From gains and savings." Mr. Blackburn, what do 
you say to that? 

Mr. Blackburn. I think the word "participation" there would 
cover all you are trying to get at. 
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Senator Smoot. Instead of "dividends" put "participations"? 
No; let us have " dividends." " Dividends " covers the whole thing. 

The Chairman. Is there not such a thing as a dividend from a par- 
ticipation ? Well, it has got to be a gain or saving. 

Judge Mack. Yes ; it is necessarily from gains or savings. 

Senator Smoot. It can not come from anything else. 

Judge Mack. At page 30, line 11, for perfect clarity, after the 
words " reserve value," there should be inserted " if any." This 
sentence is a sentence I drew at the last moment to meet an objection. 
It makes it perfectly clear to insert " if any " after the word " value." 
For the very last word " policy," I should say " contract of insurance," 
because we may not give any policies at all. The law speaks of con- 
tracts of insurance all the way through. 

The Chairman. Policy or contract of insurance ? 

Judge Mack. Contract of insurance is sufficient. 

The Chairman. Yes; I suppose so. 

Judge Mack. It was a slip in the hurry of framing that sentence. 

Prof. Glover. You still think he is only entitled to his paid-up 
value instead of his reserve policy ? 

Judge Mack. Most decidedly. I am ready now to discuss these 
various insurance points or objections. 

Prof. Glover. Would that be permitted under the laws ? 

Judge Mack. The Congress makes the law. Congress can make 
any law it pleases, as long as it is not against the Constitution. 
*The Chairman. It has control over its own contracts. 

Prof. Glover. In spite of the fact he had paid the premiums ? 

Judge Mack. There is no question as a matter of law. Prof. Glover. 

Eight here I wish to insert as a part of my remarks a letter in the 
form of a brief which I have prepared, and ask that the same be 
printed in the record. 

(The letter referred to above is here printed in full, as follows:) 

Washington, D. C, September 18, 1917. 

Deab Senator Williams : In compliance with your request I submit herewith 
a statement of the several criticisms made by the insurance committee of the 
original draft of the bill as submitted to them for suggestions, together with 
£1 statement of the changes made in the bill pursuant to their suggestions, 
changes made before their suggestions were received and anticipating them, and 
reasons for not accepting other changes .suggested by them : 

1. " The bill is confused by treating the divorced dependents in connection 
y^ith other dependents." 

We could see no confusion. 

2. "All benefits accruing to a divorced woman shall immediately cease upon 
her remarriage." 

This suggestion was specifically adopted by the House committee and by the 
House. We did not and do not regard it as at all essential, because in the 
first draft the right of a divorced woman was limited to the amount fixed by 
the divorce decree. If a court ordered alimony to continue after her remarriage, 
there would seem to be no reason why this order should not be obeyed ; in fact» 
however, such orders are very rarely made. 

3. Section 203. The committee objected to the compulsory dei)osit. 

The deposit, however, is n©t compulsory, but may be made so by the Secretary 
of War and the Secretary of' the Navy, respectively ; if they deem this wise in 
the interest of the morale of the Army or Navy, they will, and should, make the 
proper regulation. 

If such deposits are made the prospects of using them to pay insurance 
premiums would naturally be increased. As the insurance committee objected 
entirely to the insurance article, their position in regard to section 203 may, 
consciously or unconsciously, have been due in part to this fact. 
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. 4. " Disability and deatli compensations sliould automatically cease in case, 
hereafter, Government assistance should be given by future legislation." 

We declined to adopt this suggestion, inasmuch as it is a matter which such 
future legislation will doubtless care for. 

5. "The Government should pay $1,000 in case death ensues during service 
or within five years after discharge, in lieu of Article IV." 

This suggestion was declined because it does not meet the objects of Article IV. 
It is no real insurance at all, but simply an added gratuity; while it is not 
limited to death in the service, it does not cover death occurring after five years. 
It in no sense indemnifies against the man's insurability, which the Government, 
by reason of the war, has destroyed. 

While the committee did not limit the amount to $1,000, but were agreeable 
to $2,000 or $2,500, the same objections apply to the larger amounts. 

The uniformity which should be given to all individuals in a democratic 
government is uniformity of opportunity, and, whenever possible, uniformity 
in an opportunity which is possible of realization. In view of the low price of 
term insurance, costing, for men from 21 to 31, less than $7 per month for the 
full $10,000 insurance, Article IV does give a realizable uniformity of opportunity. 

But to compel every man, regardless of his own views of his needs, to take 
the maximum, w^ould be to create a false uniformity. 

True insurance is what the committee has characterized " optional " insur- 
ance — a man may take it or decline it, as he pleases. He may take the maxi- 
mum or any part of it, as he may think best suited to his needs. Under Article ' 
IV the Government merely gives him the opportunity in respect to the reason- j 
able amount of $10,000 insurance, of doing what, but for the war, he could have i 
done in private companies, except only that the Government gives him a lower I 
rate — -due to the lower cost of Insurance when the war risk is excluded. I 

6. Apart from the war risk, which, of course, the Government should bear, | 
the premiums fixed by the bill are not as alleged, less than cost. They are 
based upon the American Experience Table of Mortality. The actual mortality j 
in the best companies is only 60 to 70 per cent of that shown in the table. In 

such a finely selected class of risks as that of the Army and Navy, the mortality, 
but for the war, would be still lower. The difference saved, because of the 
excess mortality charge, would more than pay the expenses of administering 
the funds and would thus yield a profit over every cost were it not for the 
increased mortality that the war itself will cause. 

Private insurance companies add a "loading" to the premium, because 
while they too may expect to make a profit on mortality, which might pay 
even their much heavier salary lists and general administration expenses, they 
have other expenses which the Government does not have, namely, agents* com- 
missions, medical examination fees, advertising, investment costs, and taxation. 

7. The dangers of speculation were anticipated before the committee reported, 
and the original draft bill was changed so as to limit the class of beneficiaries 
and to make the insurance nonassignable. 

In a supplementary report additional changes were suggested. They are 
herewith considered. 

Section 204: "Class A, subsection (g), class B, subsection (g), $27 instead 
of $30, in order that the increase from the preceding subsection might be as 
theretofore, $7.50, instead of $10." This was not adopted. The committee 
had overlooked the basis of the allowances to children, namely, that allotment 
and allowances were considered together. As the number of beneficiaries in- 
creases the per capita share in a stationary allotment necessarily decreases, 
and therefore the allowance should increase. It will be found that the allow- 
ances and allotments jointly for children show a slight per capita decrease as 
the size of the family increases. 

Section 301: The House increased the allowances to the amounts suggested 
by the committee. There is no objection to this, but it was believed imprac- 
ticable, in view of the insurance, to recommend it. 

8. "No provision is made for a widow and widowed mother or for a child 
and a widowed mother." This is a misconceptlon^'I believe, of the meaning of 
subsection (g) in section 301. 

9. The committee recommended that an additional disability allowance be 
made if there be a dependent father, brother, or sister totally and permanently 
disabled. This was not adopted, because we believed, in view of the Insurance, 
thrt only a substantially dependent widowed mother should be considered. 

There is, however, no substantial objection if it seems desirable to extend 
this provision to a dependent father, mother, or sister, as suggested by yoti. 



Section 302, the committee's suggestion of an additional allowance for a wid- 
owed mother was adopted, in (1) subsection (f). , 

10. The committee recommended that partial disabilities under 10 per cent 
instead of 10 per cent or under should be disregarded. 

The suggestion was adopted. 

11. The committee recommendeil that a schedule of ratings for the main 
types of disability be included in the bill. 

This was not adopted, as it was believed that the matter should be left tp 
regulation, determined by experience. The House, however, did fix certain 
rates for certain cases of mutilation and dismemberment, namely, $100 for 
loss of both teet, both hands, both eyes, or becoming totally blind. 

To this no objection is offered. 

12. Section 304. The committee objected to any commutation of compensation. 
Considerable difference of opinion prevails upon this point. The committer 

believed and believes still that it has struck a happy medium and has properly 
guarded and limited the right of commuting even the portion that is permitted 
to be commuted. 

13. The committee thought it not entirely clear whether dependents would 
receive compensation in case of death following permanent disability — ^e same 
as if death occurred at once in the serviee. 

The provisions now are clear, and I think they have not been chang;ed fron) 
the original draft. 

14. Tlie committee's further recommendation that where death is caused by 
injury existing but not causing permanent disability at the time of termination 
of service, comi)ensation should be allowed only If death occurs within three 
years from termination of service, was not adopted. 

The theory of the bill is that if a man receives the injury while in the 
service and takes the proper step to have official record made thereof, compen- 
sation shall follow his disability or his death whenever it occurs. For 
example, if a man receives a bullet wound but is not thereby disabled and 
within not exceeding a year after his discharge from the service he secures the 
proper medical certificate that he has a wound which is likely thereafter to 
cause disability or death, he will receive compensation, even though disability 
or death that that wound may cause should not begin until 20 years thereafter. 
But when the disability or death does occur, then, under the bill as originally 
drawn, he, or the beneficiary, must apply for the compensation within one or 
two years. The committee still believes this period or a fixed period of not 
more than three years adequate. By the House amendment, this is now ex- 
tended to ten years, with a possible extension of a further year. 

15. The 8U£^;estioD that the family status at the date when the total disa- 
bility occurs shall govern the comi)ensation, subject, however, to revision dur- 
ing a period of five years, was not adopted, but, as provided in section 302 
(subsection 4) the compensation depends upon the family status from month 
to montlic 

. 16. The committee suggested a separate article on reeducation and the 
appointment of a commission to take charge of it. 

This sisction was never intended to cover the subject. This must be the sub- 
jeiet of further le^slation. The present bill is a purely fiscal measure, and, on 
the subject of reeducation, lays down only two fiscal principles, namely : 

First. That compensation is suspended during willful failure to follow such 
course of reeducation as the Government may provide or procure to be pro- 
vided. 

Second. (See p. 21, lines 16 to 18.) That economical recuperation shall not 
affect the compensation. 

A number of commissions and persons and departments are studying this 
whole subject of reeducation, especially the Surgeon General's Oflice. Proper 
legislation will soon be submitted, but such legislation does not come within 
the scope of this fiscal measure. 

17. Certain verbal changes suggested by the insurance committee in section 
305 were adopted. 

18. Insurance. — ^The committee points out the commuted value of the com- 
pensation benefits of Article III, in discussing Article IV. 

The maximum compensation, $200 a month, fixed in the draft bill was not 
adopted by the House, and this may, therefore, be disregarded. I do not kno^ 
whether the other commuted values are correct or not. 

Certain other changes were suggested by a subcommittee, on redrafting, of the- 
insurance committee. 
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19. Page 8, line 12, the words " In order " were Inserted as suggested by tbe 
committee. , . 

A proviso Is respect to claim agents* compensation was not adopted. This 
matter is left to regulation. A suggestion that the director's award as to a 
claim should be subject to review by a board consisting of the Secretaries of 
the Treasury, War, and Navy was not adopted. It was believed that the direc- 
tor, subject to the general direction of the Secretary of the Treasury, could more 
efficiently and expeditiously handle the matter. 

20. Section 15. The committee recommended limiting the right to examia'e 
witnesses so that it should be granted only for the purpose of establishing the 
validity of any claim presented to the bureau, Instead of any matter within the 
jurisdiction of the bureau. 

The suggestion was not adopted- It would unduly limit the scope of an 
Inquiry. 

21. Section 17. An obvious misprint, pointed out by the comnalttee, was cor- 
rected. 

. . 22. Section 20. which the committee recommended practically to be stricken 
out if Article IV was strlclten out, was of course retained. 

28. Original section 22, in reference to investments for the insurance fund 
was stricken out altogether, as no fund was created, but merely an appropria- 
tion. 

24. Section 22. Of various purely verbal suggestlops, some were adopted and 
some not. 

25. Section 201. A verbal change has been heretofore discussed (No. 2). 

26. Section 208. The committee recommended the deposit should be volun- 
tary. Not adopted for reasons hereinabove stated (No. 8). 

27. Section 206. A slight verbal change partially adopted. 

28. Section 303, page 22, line 8. The word " reasonable " was retained against 
the committee's suggestion. Line 23, same as to word ** reasonably." Line 25, 
same as to word " unreasonable." 

29. Section 311, page 26, lines 5 and 6 were retained against the committee's 
suggestion, 

30. Section 314. The- committee suggested, at the end of the first paragraph, 
adding the following; "That the total compensation paid under this amend- 
ment and such existing pension laws, shall not eic^ed the maximum competi- 
satlon hereinbefore provided. Acceptance of benefits under any future pension 
law shall automatically terminate all rights to compensation under this amend- 
ment" 

This proviso was deemed unnecessary. 

31. Section 315. The committee recommended striking out this section. 

It was and is believed, however, that it may well be retained as partial In- 
demnity to the Government In some cases. 

The numbering of the Sections in Article III has been changed. I have used 
the section number as they are in the bill now before you from the House» and 
not as they were in the original draft— which the insurance committee naturally 

^^^^* Very truly, yours, J^wan W. Mack. 

Hon. John Shabp Williams, 

United StateM Senate, Wa$hingtofi, D, C. 

STATEMENT OF ME. J. H. HABFEE. 

The Chairman. Mr. Harper will now be heard. What is your 
occupation and residence, Mr. Harper ? . -r i^ i 

Mr. Harper. I am an engineer at the present time ; I was formerly 
connected with the Pension Office. 

The Chairman. And you live where? 

Mr. Harper. I live in Washington, New York, and Mmneapolis. 

The Chairman. You may proceed. , . .. ^ - ± 

Mr. Harper. I want to make the suggestion that the transfer of 
the Pension Office to the jurisdiction of the Treasury, and tne in- 
corporation of the entire machinery of the Pension Office m this 



insuranee would effeci & renl saving in both the elerieal and the 
mechanical handling of the matter. 

The Chairman. I do not think that will come in quite pertinent 
to thia bilU even if we wanted to do it. It ha^i gc* to be done by 
separate act at some time, if it is advisable. 

Mr. Habper. It has been deemed advisable before. It ought to have 

Sne to the War Department in the first instance, but it did not go 
^re because of jealousies. Now, you are reforming the wh^ 
measure and starting anew. 

The Chairman, "niis bill does not relate to pensions. 

Mr. Harper. It is not pensions I am talking about now but 
economies in the development and machinery of a new bureau. We 
are losing the old. 

The Chairman. As far as the administration of this law is con- 
cerned, that part of it where the experience in the Pension Depart- 
ment would be of avail could be of benefit, they could avail them- 
selves of it by having men detailed, especially as the force in the 
Pension Office is b^g decreased now aOThow and will be very much 
more. There is already a rule not to nil any vacancies that occur 
there of certain sorts. Men who have had experience there and 
are about to be discharged can be employed in this new business. 
Right after the war is over, beyond a doubt, some great piece of 
governmental machinery will be erected to take charge of this whole 
business, but while the war is going on the Navy ought to take care 
of the naval force and the Army ou^t to have charge of the Army 
force. 

Mr. Harper. Very good ; but I want to make this further sugges- 
tion, that in the enactment of this legislation you «tre going to ^d^ 
more billions to the Tie^t gewr^tioi^ and tixe. succeeding generation, 
than we have J^ad as the result of %h» otheir war^ w4 yon AJ^ve got a 
ifiisstatement in here of the-amoiiBt of the total you have disbursed 
for pensions. It is double the amount you have got, counting the 
s;iipport of the Army wd Navy, the wa^ has cost us over $20,000^^ 
000,000 now, and you have already a,ppjropriated and will have 
appropriated before June more than $20,000,000,000 more. Then 
the disbursements on pensions or insurance, whichever you have in 
mind to call it, will be ten times that within a generatioii. 

The Chairman, We do not kiiow about that. 

Mr. Harper. That is a burden on the next generation. 

The Chairman. I am afraid you are partially right. 

Judge Mack. I want to say, of course, I have «^ good many argu- 
ments that I did not present at the last hearing before the House. 
I have not got them in written shape on the feature of the insurance 
department, and I shall be glad to offer them. 
. I wish to add to my statement already made some suggested amend- 
ments or changes to the bill under consideration, wbieh I would Uke 
to be inserted in the record. 

(The amendments referred to above are here printed in full as 
follows:) 

To sunnnarlze iny statement, I suggest the foUowing amendments, and very 
briefly state the reasons therefor : 

1. Pa^e 2, Hue 5, strltee out '* $$,000 *" and tanett " 90,000.** Line 11, strilce 
out *' $4,000 " and Insert ♦* $6,000.** 
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Xhi$ restores the original bill as submitted to and reported by the House 
committee. These salaries would seem to be in themselves inadequate for the 
Wnd of men who should, inaugurate this very important work, with its vast 
and manifold duties. 

* 2. Page 8, lines 18 and 10, strike out **in the last sentence of subdivision {g) 
of section 301 and." 

. The suggested change in the language of section 301 requires this amendment ; 
it is purely verbal. . 

3. Page 13, line 13, strike out " next of kin " and add " such person or per- 
sons as would' under the laws of the State of his residence be entitled to his 
personal property in case of intestacy." 

This amendment was accepted by the House committee after its report had been 
submitted, but through some confusion, due to suggested changes from the floor 
of the House, failed of passage. It merely corrects an incorrect expression. 

4. Page 13, line 24, strike out the words " declaration of war" and add in 
place thereof " the enactment of this amendment." 

This would restore the section to its original form and as reported by the 
House committee. As the section now stands, back pay of family allowances 
would be required covering a period of six or more months. The families who, 
might receive this back pay have been cared for by somebody in the meantime. 

5. Page 16, line 6, strike out the word " the " and insert the word ** this," and 
after the word " allotment " insert " to a member of class 33." 

. These amendments are purely verbal, to make the meaning clearer. 
- 6. Page 17, line 2, after the word " paid," insert " by the bureau." Lines 2, 
3, and 4, strike out all after the word "beneficiaries" and insert: "The War 
and Navy Departments, respectively, shall pay over to the Treasury Department 
monthly the entire amount of such allotments for distribution to the benefici- 
aries." Line 7, before the word " which," insert " upon the basis of," and after 
the words " which award " insert " the amount of the allotment to be made by 
the man." 

This amendment aims to clarify the sections 209 and 210 and to avoid con- 
fusion between the departments. 

As the bureau must make all investigations in re the family status, determine 
the amount of the family allowances from month to month, on which the amount 
of the monthly allotments depend, the simplest procedure will be for the 
bureau to pay both allotments and allowances at one time. To enable this to 
be done, the War and Navy Departments would make a monthly payment to 
the Treasury of the total aniount of the allotments, and this would foe divided 
up and distributed to the beneficiaries together with their allowances. 

7. Page 17, lines 18 and 19, strike out " in the course of the service in the 
line of <iuty." Line 24, add "but no compensation shall be payable if the 
injury or disease was caused by his own willful misconduct." 

The words " in the line of duty," inserted by the House committee, have been 
differently construed by the courts and the several departments, both in i^ela- 
tion to different statutes and in relation to the same statute. The language 
therefore is clearly ambiguous. . . , 

The words " in the course of service," contained in the original bill, are new 
in this kind of a law, and, as they might give rise to conflicting constructions, 
they, too, should be omitted. Inasmuch as by section 22 the persons covered 
by Article III are only those in active service, the real intent will be carried 
out by adopting the amendment suggested. 

8. Page 8, line 20, strike out the word " child " In both places and insert, 
after the word " one," the word " person," and after the word " of " tiie words 
" such person." ' • ' . ' • ' . 

A purely verbal change, for greater accuracy. 

9. Page 18, lines 2 and 3, strike out " from a marriage contracted before or 
within 10 years after the injui-y." Page 20, line 2, add " The word * widow ' as 
used in this section shall include only one who shall have married the deceased 
before or within 15 years after the time of the injury." 

The bill as originally drafted omitted the words that are now sought to be 
stricken out. The House committee inserted the woi ds " from a marriage con- 
tracted after the injury." Oil the floor of the House the additional wonjs, 
" before or within 10 years," were added. . ^ ,^. 

' T'his lahgua^ d^rtVes not only' a woman who marries the injured soldier 
moKe than 10 years after the injury of any compensation, but it likewise depriveg 
her children of such compensation. This result, it is believed, was not intended 



by most of the Members of the House^ and, la afly event, such children stt<cmld 
under no circinnstances be deprived of the compensation; 

If, however, it is desired to deprive the woman who marries the man more 
than a fixed time after the injury of any compensation after his death the result 
is accomplished by the amendment suggested on page 20, line 2. 

Inasmuch, however, as the age of the vast majority of the men returning from 
the war will be far under 35, the minimum number of years to be inserted should 
be 15, as suggested in this amendment. 

10. Page 18, line 6, strike out " percentages of his pay " and insert " amounts." 
- This change was inadvertently omitted in the House. 

11. Page 20, line 16, after the word " above " insert the word " amounts." 
A verbal change for greater accuracy. 

12. Page 21, line 22, after the word " shall " insert " continue to " ; after the 
word " States " insert " after discharge or resignation from the service," 

This amendment has been suggested by Surg. Gen. Gorgas in order to make it 
.perfectly clear that the furnishing of medical aid and appliances by the bureau 
should begin only after the man is discharged from the service. 

13. Page 25, lines 22 and 24, strike out " ten " and insert " two." Page 28, 
line 3, strike out " ten " and insert " two." 

The bill originally had one year and was so reported by the House committee. 
On the floor of the House, after an attempt to strike out all limitations, ten 
was inserted. 

I believe a two-year limitation, with a possible extension for one more year, 
as provided, is very much more desirable. 

As provided by section 308, the claim does not arise at the time the injury is 
received, but only at the time that death occurs or disability begins. This may 
happen many years after the injury received in the service, but when it does 
happen, then a reasonably short statute of limitations should begin to operate. 
That is the purpose of this section. 

Of course, under section 308 if the death occurs or disability begins more than 
a year after discharge from the service compensation is conditioned upon hav- 
ing secured a certificate within a year after discharge that the person has an 
injury or disease likely to cause future death or disability. 

14. Page 25, line 24, strike out " in the course of " and insert ** during the." 
Purely verbal change for greater accuracy. 

15. Page 26, line 21 : Strike out the words " existing pension laws and " and 
Insert the word " the." Line 22, after the word " service," insert " and existing 
I)ension laws." Line 24, add **or to their widows, children, or dependents." 

Verbal changes for greater accuracy. 

16. Page 28, line 5, add the word "permanent." Line 20, after " total," in* 
sert " and permanently." Page 29, line 4, after " total," Insert " permanent," 
Line 15, after " total," insert " permanent." 

This supplies an Inadvertent verbal omission. 

17. Page 29, line 21, after the word " value," insert " dividends from gains 
and savings." Line 25, after the word " insurance," insert " or from time to 
time by regulations." 

The first part of this amendment supplies an inadvertent ommlssion, the 
second part takes the place of a complete sentence that was stricken out by the 
House committee. 

Inasmuch as the contract of insurance must be published immediately, and 
inasmuch as the many benefits and options should be given not merely In the 
original contract but from time to time as experience may show they are de- 
sirable, just as they are given in private companies, the second part of this 
amendment is essential. 

18. Page 30, line 11, after the word " value," insert " if any." 
A verbal insertion. 

19. Page 30, line 14, strike out word "policy" and insert "contract of in- 



surance." 



A verbal change. 

20. Page 11, line 14, strike out the quotation marks, insert quotation marks 
before each article and before each section of each article beginning with 
section 200, and on page 31, at the end of line 23, insert quotation marks. 

Everything that follow page 2, line 14, is a part of section 2 of the present 
bill ; each section in each article is one of the new sections added to the original 
bill as amended. Without the quotation marks all sections beginning with 
Article II would be sections of the present amendment instead of being sub- 
divisions under section 2 of the present amendment. 
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21. For tli^ sUme r^Mon the word *f fii»«iidni«i]it ^ should be used when the 
present amending act U rc^emd to, and the ^Krord " act ** should be used wheu 
the original act, either ixi Its original form or as amended, Is t«ferred to. I'he 
following amendments are therefore necessary: 

22. Page 8, lin6 6, strike out " abpiH>val of this act " and insert " enactment 
of this amendment*' 

28. PersoBally, I belteve there should be a difference made as between officers 
and men both In the disability compensation and In compesisatlon for death. 

The compensation ai^lele Is based on the annlogy of the workmen^s compensa- 
tion acts. Distlnctioni^ bAsed on pay have always been made in these acts; 
similar distinctions have always been jnade In the pension acts. 

Of course the officers In the Regular Army will have their i^tlrement pay, 
which Is very much larger than the disability compensation, but the other officers 
do not get retirement pay. 

It may well be that the difference as provided in the original bill was too 
great. It would, in my Judgment, be better to correct this by reducing the 
maximun^ that could be paid to the family of any deceased officer from $200 
to $100, and to reduce the maximum that could be paid to any disabled officer 
from $200 to $125. 

This would be accomplished by the following amendments : 

(a) The above suggested amendment No. 10, page 18, line 6, would not be 
made. 

(&) Page 18, line 7, after the word " alone," " 25 per cent but not less than." 
Line 8, after the word " child," insert " 35 per cent but not less than." Line 0, 
after the word ** children " insert " 40 per cent but not less than.'* After the 
word " with " insert " 5 per cent additional but not less than." Line 11, after 
the word " child " insert " 20 per cent but not less than." Line 12, after the 
word "children" insert "30 per cent but not less than." Line 13, after the 
word " children " Insert " 40 per cent but not less than." After the word 
" with," Insert ** 5 per cent additional but not less than." Line 15, after the 
word " mother '* insert " 20 per cent but not less than." Line 19, after the word 
" exceed " insert " 50 per cent of the pay or." 

(c) Page 19, after line 4, Insert "the maximum monthly compensation for 
death shall be $100." 

(d) Page 20, line 7, strike out " amounts " and Insert " percentages of his pay." 
Line 8, after word "living" insert "40 per cent but not less than." Line 9, 
after word " living " insert " 5(9 per cent but not less than." Line 10, after word 
" living " Insert " 55 per cent but not less than." Line 11, after word " living " 
insert " 60 per cent but not less than." Line 13, after word " living " insert " 50 
per cent but not less than," and at the end of the line add " 5 per cent additional 
but not less than." Line 16, before the figure " $10 " Insert " 10 per cent but 
not less than." 

(e) Page 21, line 1, after the word "be" Insert "not less than." After line 
2, add " The maximum monthly compensation for total disability shall be $125." 

The Chairman. There have been many copies of letters, resolu- 
tions, telegrams, etc., received by the diflFerent members of this com- 
mittee which relate to the measure under consideration. I will place 
them in the record at this point, in order that they may become a part 
of the hearing. 

(The matter referred to above is here printed in full, as follows:) 

Lincoln, Nebr., September 8, 1917. 
Hon. FuBNiroLD McL. Simmons, 

Chairman, United States Senate, Washington D. C, 

My DuAB Sib : I desire to correct the prevalent impression that Insurance men 
are opposed to H. R. No. 5723, commonly known as the Government Insurance 
bill. On the other hand, we are thoroughly in sympathy with it. Personally, I 
heartily Indorse the general scheme proposed for compensating soldiers and 
sailors, and I trust that some such a plan will be adopted for their own, as well 
as their families' protection. 

We can not agree with some Insurance men who seem to oppose the Govern- 
ment plan, but we do feel that Article IV of the proposed bill can be Improved. 
In the first place, do not call it life insurance, for it is not for two reasons — 
first, the " rate " of $8 per thousand maizes It practically a gift, so why not 
make it wholly a gift and charge nothing? In the second place, rates for life 
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insurance are based upon tbe appUcant*s age, while the 1^11 makes no distinction 
as to age. 

We would therefore suggest that you substitute for Article IV, the pro- 
vision that the Government will pay the sum of, say $5,000, in case death occurs 
during service or within five years thereafter, with a further provision that 
these men be examined one year after their discharge, and that those physically 
unfit will have similar indemnity for their families. 

This legislation proposes to enable the Government to extend the indemnity 
immediately to which our soldiers and sailors and their families are entitled. 
Our plan, as herein outlined, fully accomplishes the object in view, avoids the 
evils of future pension legislation, and still releases the Government from the 
necessity of setting up the necessary machinery required to carry on an in- 
surance bureau. 

^ours, very truly, 

Lincoln Life Undeewbiters Association, 
A. R. Edmiston, 

President, 



New Obc^ans, U. S. A., Auffti^ SI, 1917. 
Hon. RoBEBT F. Bboussabd, 

United States Senate, Washington, Z>, C. 

Deab Ssnatob Bboussabd: I wrote you on the 28th instant in regard to the 
war life insarance bill, and have now sent you a night lettergram, as per the in- 
cio&ed copy. 

Senator; I wish to ask you, as a special favor, to see what you can do in this 
aiatter, as it is more serious to the young life insurance companies than any- 
one can imagine. The old companies can survive competition from the Govwn- 
ment, but we can not, and you know the business we are doing in this section 
of the country in the way of investments and taking care of our people, and 
keeping the premiums in New Orleans which have heretofore been going East. 

I have written to you about many things in the past, but this is one in which 
I am very much interested, and I certainly hope you will try to get some amend- 
ment which will protect the companies against the Government continuing in 
the life insurance business after the war. * 

They may say what they please, but the bill as it now reads is bound to 
continue the Government in the Insurance business, as the policies, after the 
war, can not be converted unless the Government continues in the business, as 
conversion means from one form of policy to another ; and if they will leave out 
the conversion feature and simply let the policies conclude at the end of the 
war, on the payment of the term rate, it would net be so bad, but the whole 
thing contained in section 4 is wrong in principle and should be changed ; hi 
fact, we believe it should be eliminated altogether, as sections 1, 2, and 3 will 
give good protection to the men and their families. However, we do not care 
to be placed Jn the position of opposing the bill, as we think the Government 
should do all they can afford to do for the men who are fighting for their 
country, but, if they want to do it right, they should give them the policies 
without charge, in addition to clauses 1, 2, and 3, and let them conclude at the 
end qf the war, paying the beneficiaries of those who have been killed and 
canceling the policies of those who have not been killed. 

With kindest regards, I am. 

Yours, very truly, Cbawfobd H. Ellis, 

President. 



fCopy of lettergram.! 

New Obleans, La., August 31, 1917, 
Hon. Robebt F. Bboussabd, 

United States Senate, Washington, D, C: 

Kindly see your friends on Committee on Finance on Government life insur- 
ance measure and ask them please amend section 4 so thnt life insurance 
feature will definitely conclude at end of war. Bill as it now reads continued 
Government in insurance business after war which would be disastrous to 
all young companies. Don*t believe President intended bill to continue after 
war, but in issuing convertible-term insurance, Goyemment will Tindoubtedt;^ 
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* • • • 

continue In insurance business to take care of coverted policies. We suggest 
either of following amendments to section 4 : 

First. Make no premium charge to men for insurance and give all policies for, 
say, one to two thousand dollars, to be paid only in case of death as result of 
war. 

Second. Issue policies of one thousand up to five thousand on the lives of each 
man, applicants to pay regular civilian premium rates, Government to stand 
extra war hazard. 

In each case all to cease at end of war. Neither of above to affect or Inter- 
ftere with indemnities and allowances provided in sections 1, 2, and 3. Failing 
either of above amendments, then ask that present bill contain such language 
as will definitely conclude it at end of war. 

Pan-American Life Insubanck Co., 
C. H. Ellis, President. 



Galesburg, III., September 11, 1917, 
Hon, John Sharp Williams, 

United States Senate^ WdsMngton, D. C. 

Dear Sir: We desire to protest against the provisions of Article IV of the 
bill know^n as H. R. 5723, which is an amendment to an act to authorize the 
establishment of a Bureau of War-Risk Insurance in the Treasury Department, 
inasmuch as the rank and file of the selected Army has been conscripted from 
the various vocations of life and had an earning capacity probably equal to that 
received by the officers of the new National Army while they were engaged in 
civil pursuits; and therefore, in view of the other liberal concessions of this 
bill, we believe that the Government should pay, without cost to officer or 
private, an equal stipulated amount, either in case of death or disability. 

Life Underwriters* Association of Galesburg, 
Maurice E. Shunick, President. 



In re House bill No. 5723 ( S. 2758).] 

Pierre, S. Dak., September IS, 1917. 
Hon. E. S. Johnson, 

Senate Chamber, Washington, D. C. 

Dear Sir: We respectfully submit the statement that the permanent insur- 
ance, provided in Article IV, should be limited to those who are found to be 
impaired risks at the time they are mustered out of service at the close of the 
war or at the end of a limited period — one or two years — ^thereafter. 

The Government should provide permanently at cost, or at any cost, for those 
who suffer impairment through service in its Army and Navy. 

The Government should not assume permanently a risk of from ten to twenty- 
five billions, paying all expense of management from general taxation. 

Article IV of this bill places the Government in the anomalous position of a 
competitor of private companies, while taxing heavily the private companies to 
maintain its owm insurance at cost. 
Very truly, yours, 

LoRiNG B. Gaffy, 
President First National Life Insurance Go. 



Albuquerque, N. Mex., September 11, 1917. 
Hon. John Sharp Williams, 

Finance Committee, United States Senate, Washington, D. C. 

Dear Sir: The New Mexico Life Underwriters' Association, in session at 
Albuquerque, N. Mex., on September 10, 1917, directs me, as president of said 
association, to write you regarding H. R. 5723, as follows : 

Article IV is wrong in principle, is not necessary, and will involve the Gov- 
ernment in enormous unjust embarrassments and outlay, and probably produce 
scandals. It should be eliminated. The amount of benefit to be distributed to 
the dependents or estates of each persou insured by. the Government should be 
determined by the Government and not by the person insured, and the entire 



cost borne by the Goyernmeat. Any other n!iethod will discredit the entire 
system. 

^ T^e premium collectible under Article IV is the net cost of ordinary mortality. 
TThe amount necessary to cover actual mortality in war is much larger. Article 
IV is not a recognition of service or value or performance of duty, but allows 
the soldier or his beneficiary, or speculators, through either, to subject the 
CJovernment to immense charges for extra hazards and extra organization and 
supervision simply through ability or disposition of the soldier or his benefici- 
ary, or speculators,' through either or both, to pay the low net cost of ordinary 
mortality. We believe that full understanding of this section will show it con- 
trary to all proved principles of insurance, business, and government. 
Yours, very truly, 

J. H. Coons, 
President New Mexico Life Underwriters* Association, 



Little Rock, September 11, 1917, 
Hon. John Sharp Williams, 

United States Senate, Washington, D. C. 

Deab Sib: The Little Rock Underwriters* Association Is heartily in accord 
with the Idea that the Government of the United States should adopt a plan 
for providing liberal compensation and Indemnity for our soldiers and sailors. 

We are, however, doubtful of the wisdom of adopting Article IV of the pro- 
posed Insurance bill, considering the liberality of Articles II and III, and the 
enormous scope of the measure and the difficulty of Its proper execution. 

We recommend to your careful consideration the comments of George B. Ide, 
chairman of the Committee of Life Insurance Underwriters and Actuaries, 
appointed by the Secretary of the Treasury, a copy of which Is In your hands. 
Yours, very truly, 

A. E. Lee, 
President the Equitable Life Assurance Society of the United States, 



Washington, D. C, September 14y 1917, 
Hon. FuRNiFOLD M. Simmons, 

Chairman Committee on Finance, United States Senate. 

My Deab Senator : Understanding that the Committee on Finance has before 
it legislation which undertakes to make provision for dependents of men who 
enter military and naval service, together with compensation for Injury or 
death in the line of duty and Insurance of life, we wish to place before you a 
report which has been submitted to our board of directors by a special 
committee. 

A copy of this report is inclosed in the form In which it has been placed 
before all of our members. 
Very truly, yours, 

Elliot H. Goodwin, 
Secretary Chamber of Commerce of the United States of America, 



Washington, D. C, August 29, 1917. 
To the Members of the Chamber 

of Commerce of the United States: 

Immediately after the United States declared a state of war existed, the 
executive committee of the national chamber was requested by the Council 
of National Defense to have a study made of plans for the maintenance of 
the families and dependents of men who enter military or naval service. 

A special committee was accordingly assembled. The report of this com- 
mittee was printed under date of May 81 and placed before officials and the 
members of the chamber. 

A bill has now been introduced in Congress for the purpose of meeting the 
situations to which the committee referred in its report of May 31. This bill 
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hlus be«fi before the cOfAiniittee and has b^n nuMte ttit fiubj^t of a secmitS 
report. 

This wew report 1« now piribted and sabmltted to yon by tb€ ^ftxecotive «oin* 
mitteo in tbe belief that it will assist you in arriving at yonr position rel^an)^ 
Ing pending legislation which Is of importance to every community. 

' BxCCtTTITK OOMHlTTEti:, ORAMXES OF C&MMlSacfi 
OF THE UNmSD StATES. 

Joseph H. Defbees, CJunirman. 
Attest : 

EixiOT H. Goodwin, 

Oeneral Secretary, 



Wab Pay Rolls and Dependent Family Allowances. 

August 28, 1917. 

To the Executive Committee of the Chamber of Commerce of the United States: 

In pursuance of the report of the chamber's committee on war pay roUs^ 
jsubmitted to the executive committee of the chamber, for the Secretary of War, 
on May 31, 1917, this committee has given consideration to the administration 
jneasure (H. R. 5728), introduced Into Congress on August 10, which see)cs to 
make provision for allowances to the dependent families of enlisted men, for 
compensation in cases of death and disability, and for the insurance of soldier* 
and sailors engaged in war service for the United States. 

SUMHABY OF THE BILL. 

As stated in the chamber's special bulletin of Augaist 13, the first of the three 
main features of the bill is to make provision for the allotment of pay of men 
in service for the support of their dependents, to be supplemented by family 
allowances on the part of the Federal Government. The second feature deals 
with compensation, and the third with insurance, the Government to bear the 
excess mortality and disability cost resulting from the hazards of war. 

ADMINISTBATTV'E PROVISIONS. 

For the purposes of administration the bill as introduced in the House — in 
form, an amendment to the law of September 2, 1914, providing war-risk In- 
surance for vessels and cargoes — contemplates the creation of a division of 
marine and seamen's insurance (with functions analagous to those of the pres- 
ent bureau) and a division of military and naval insurance, each In charge of 
a commissioner with a salary of $5,000 and under the general direction of the 
Director of the Bureau of War-Risk Insurance, the director to receive a salary 
of $6,000. To the director is assigned the duty of carrying out the purposes of 
the act including the making of the necessary rules and regulations, the issuing 
of subpoenas and taking of evidence, the preparation of estimates of appropria- 
tions, etc. Provision is also made for the establishment by the Secretary of the 
Treasury of an advisory board to assist the division of military and naval in- 
surance in determining insurance rates and in adjusting claims. 

ALLOTMENTS AND FAMILY ALLOWANCES. 

Subject to regulation, each man in the military or naval serv'ice of the United 
States is required to contribute monthly toward the support of wife or child 
an amount equal to the family allowance provided by the Government, but not 
to exceed one-half his pay or to fall below $16. 

In case of all other dependents, such contributions are voluntary. Where one- 
half of the monthly pay is not contributed, however, the Secretaries of War and 
of the Navy are authorized to provide for the withholding at interest during tiie 
period of service of the balance of the half-pay. 

For the purpose of determining the rates of allowances from the Government 
to families, the bill separates all dependents into two classes — class A, including 
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wit9 luid ohiidteii, and dasa B, other relat^fea Tkt ^lowaii<!M from th« Qov- 
crniMtit, payable monthly, iinder these ckiwlflcftttoilB are a^ followis: 

Class A, 

Wife, no child - ^ . $15. 00 

Wtfe, one child ^. ^ ^ 25.00 

Wife, two children ^ ^ ^ . 82.50 

No wife, child , 5.00 

No wife, two children ^ 12. 50 

No wire, three chUdrm ^ ^_^ 20. 00 

No wife, four children ^ 30.00 

For each additional child*. * - 5.00 

One parent 10. 00 

Two t)arents 20. 00 

Grandchild, brother, sister, and additional parent (including grand- 
parent) * - . 5. 00 

Allowances from the Government are made to class A only if the compulsory 
contribution from pay is made*t» a member of this class. Allowances are made 
to members of class B only while the relation of dependency continues and, 
subject to regulations, upon condition that a monthly allotment of pay equal 
to the allowance is made voluntarily by the man in service. In no case is the 
combined monthly allowance paid by the Government to members of classes A 
and B to exceed $50 nor, together with the allotment, should it exceed the aver- 
age amount contributed to their support by the enlisted man during the preced- 
ing year. 

For the purposes of this section the bill provides an appropriation of 
$141,000,000. 

COMPENSAtlON FOft DEATH OR DlSABlLrTT. 

When service with the armed forces of the United States results in death, 
provision is made for payment by the Government of monthly compensation 
to widow, children, and widowed mother of the man killed, the amount of the 
compensation to be based upon the amount of pay received, as follows : 



MIxUmum. 



Widow 

Widow, 1 child 

Widow, 2 children 

Additional cMkir«n <up to 2) 

No widow, 1 child 

Ilo widow, 2 children 

No widow, 3 children 

Additional children (up to 2) 

"Widowed mo ther ....*.... . 

UitxiHiam monthly compensation for death. 




180 
40 
50 

15 
25 
35 
10 
35 
WO 



The bill provides that i)ayment of compensation to the widow or widowed 
mother shall continue until two years after remarriage or death ; to children, 
except in the case of incompetents, until reaching the age of 18 or until 
niarriafife. 

In the case of total disability, making it impracticable for the Injured person 
to pursue any gainful occupation, the following monthly compensation from the 
Government is provided : 



No wife, no child , 

Wife, no child 

Wife,l<5hlld 

Wife, 2 or more children 

No wife, 1 child 

Additional children (up to 2) 
Widowed mother 



Percentage 
of pay. 


MtnimiiTD. 


40 


S40 


50 


55 


55 


65 


CO 


76 


50 


50 


5 


10 


10 


10 



^2 
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Where the disability is imrtlal. t.'plan of monthly compensation, based tipon 
the degree of reduction in earning capacity resulting from the disability, is 
provided, although no comi)ensation will be paid for a reduction in earning 
capacity of less than 10 per cent, v . 

Where it is apparent that the Injured person is competent and not likely to 
become a public charge, the bill provides for the payment of a lump sum to the 
Injured person in lieu of all further compensation. Payments for comi)ensatiou 
are not to be assignable, subject to legal process, or taxed. 

In addition to compensation for total or partial disability the Government 
will furnish medical, surgical, and hospital care and provide artificial limbs, etc. 

As a means of rehabilitating and reeducating persons suffering from perma- 
nent disabilities, the bill provides for the taking of such courses of educational 
and vocational training as may be furnished by the Government, at the same 
time making a provision for a form of enlistment for persons taking these 
courses. 

For the payment of compensation, etc., appropriation of $12,150,000 is pro- 
vided. 

INSURANCE. 

For the purpose of securing still broader protection, both for themselves and 
for- their dependents, men enrolled in the military and naval service of the 
United States may obtain insurance against death or total disability for 
amounts- ranging from $1,000 to $10,000 with premium rates based uiwn the 
American Experience Table of Mortality and interest at 3^ per cent. In other 
words, the premiums paid will be based upon actual cost of the insurance 
under peace conditions and the extra risk due to war will be assumed by the 
Government. This insurance may be had upon application and, in the event 
of death or total disability, is payable by Installment to the disabled person, 
his wife, child, grandchild, parent, brother, or sister; thus, the beneficiaries 
are limited. During the period of the war the insurance will be term Insur- 
ance for successive terms of one year each ; after the war it will be convertible 
into such forms of insurance as may be prescribed by regulations. 

For the purpose of insurance the bill provides the sum of $23,000,000, to 
which all payments on account of premiums would be added. 

COST OF PBOPOSED PLAN. 

As an indication of the probable cost involved in the plan proposed by the bill 
now before Congress, the Secretary of the Treasury, on July 31, addressed a 
letter to President Wilson in which were contained estimates covering the 
first and second years of operation. A complete copy of this statement has 
gone forward to all mwnbers of the chamber. The estimates in question are 
as follows : 



Family allowances 

Death indemnities 

Compensation for total disability 

Compensation for partial dlsabilitY . . . 
Insurance against death and disability 

Total... 



First year. 



$141,000,000 

3,700,000 

5,250,000 

3,200,000 

23,000,000 



176,150,000 



Second year. 



$190,000,000 

22,000,000 

35,000,000 

21,000,000 

112,500,000 



380,500,000 



SECOMMENDATION8 OF THJS COMMITTEE. 

Your committee begs to report a vote of general approval of the bill and an 
Indorsement of Its main features. It embodies the principles laid down in your 
committer's report of May 31, 1917, when it was recommended that the Gov- 
ernment should grant separation allowances to the dependents of enlisted men 
and comjuended the wisdom of the practice prevailing in Great Britain and 
Canada by which the men in service make allotments out of their Government 
pay for the care of their dependent relatives. 

The bin goes further, in that it provides that the Federal Government shall 
undertake the entire cost of providing separation allowances for certain en- 
listed men, at the same time offering rates of compensation for death and 
disability and a plan of individual insurance for the men who are taking the 
hazards of war. 
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Your committee strojigly indorses the proposal to have the Grovernment under- 
take and handle the main task of caring for the dependents of the soldiers and 
sailors of the United States and begs to express the hope that the administra- 
tion of the measure, necessarily involving thorough investigation concerning the 
circumstances of dependent families and the keeping of complete and accurate 
records in every individual case, will leave a minimum obligation upon the 
shoulders of private organizations to meet emergencies which careful Govern- 
ment organization in advance may easily forestall. 

AJLLOWANCES. 

Your committee, having had befoi*e it the rates of allowances made to the 
dependents of enlisted men by the Governments of other countries, regards the 
allowances proposed in the bill as fair and calculated to meet average circum- 
stances. The rates evidently have been determined after a careful considera- 
tion of the schedules existing in other countries and allowance made for the 
proportionate additional costs of living in the United States. The schedule 
provided in the bill, taken together with the allotments of soldiers* and sailors' 
pay, make the allowances the most liberal to the enlisted^ men of any country 
m the world. 

COMPENSATION, 

Your committee believes in the principle of compensation as proposed to be 
applied in the bill now before Congress. In some respects the rates of com- 
pensation in cases of death or disability might be a little more liberal, notably 
in respect to men who continue to suffer from a severe malady contracted dur- 
ing war service. 

Although Article II (allotment and family allowances) of the bill takes cog- 
nizance of dependents other than widow, child, or widowed mother, the clause 
covering compensation for death or disability does not do so, and, we be-^ 
lieve, is now too limited in its provisions. We suggest that this inconsistency 
should be remedied by provision in the compensation clause for parents, grand- 
parents, brothers, and sist^s If shown to be wholly dependent on the soldier or 
sailor prior to the latter's enlistment 

INSUBANCE. 

Your conunittee regards the provisions proposed under this head as part 
of the general scheme of compensation, and not as any separate scheme of 
insurance in the ordinary business sense. It also is believed that the plan as 
a whole serves as an excellent substitute for the existing pension scheme, which 
has been responsible for the Introduction of many abuses of privilege which 
might be eliminated with great advantage to the nation. 

In order to carry this out successfully, however, the assumption of insurance 
by soldiers and sailors should tare as nearly universal as practicable circumstan- 
ces will i)ermit. Otherwise, when war is closed, the Government will be 
faced with both an insurance and an additional pension system. 

Your committee believes, however, that it would be unfair to make the in- 
surance provision compulsory upon each and every enlisted man, since there 
may be quite a number of soldiers and sailors who already have all the in- 
surance they require, and an equally large number of men who have no 
dependents whatever and who, preferring some other form of thrift, can npt 
persuade themselves as to the need for personal insurance. 

It would seem, therefore, that these objections might be met by an amendnaent 
providing that it will be assumed that automatically every enlisted man takes 
out $5,000 worth of life insurance at the rate provided under the bill, the 
premium for which shall be deducted from his monthly pay, unless and except, 
during the period available for his consideration of the matter, he makes a 
specific request in writing to the proper authority, who shall be designated, that 
he wishes to increase the amount of his i)olicy or desires to be absolved from 
the insurance obligation altogether. 

Such provision in itself would eliminate much time and expense otherwise to 
be consumed in the placing of the Insurance atnong hundreds of thousands of 
men located in different parts of the world. 

The cost of insurance herein provided will undoubtedly be very great. 
Whether it will be greater than pension plans already in existence can only be 
determined by a close study by those especially qualified to judge. 

Your committee has been assured by proponents of the measure that Article 
IV of the bill does not contemplate the extension of governmental activities intd 
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the generiil fi^d of insurance business, but that it stmply provides an impor- 
tunity for soldiers and sailors of tiie United States to insure their lives during: 
a period of einerirency, and that aft^ the passing of such period this provision 
of the act will apply only to tliose who continue to be exposed to the hasards 
of naval and military life. These defenders of the oountry are not now able 
to take advantai^ of Individual insurance because of the neoessarily high rates 
which attach to the haxards of war service, and which rates admittedly are 
prohibitive to the great majority of enlisted men out of their Ctovernmeat pay. 

Paul J. Kbeusi, Acting Chairman, 

Ohabubs L. Allen, 

Geobge B. Foster, 

P. H. Gadsoen, 

H. H. Wbsttnghouse, 

Committee on War Pay RolU. 

Resolution unanimously ado(»te4 by the National Convention of Xnsuraooe 
Commissioners held in St Paul, Minn., at its recent session : 

Resolved. Believing that this organization is thoroughly in sympathy with 
every movement to alleviate the distress that must come to many or the brave 
men who are called to the United States colors in the present war crisis, as 
^eU ^s to their families^ we hereby indorse th« action of th^ nationi^l adminis- 
tration in seeking to provide protection to its soldiers and sailors through Uie 
war^rlsk insurance bureau, and pledge to the President our hearty cooper«Ltion. 
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Resolution unanimously adopted by the executive committee of liife OBder- 
writers' Association of Ijouisiana in Npeoial session held in New Oiieons on 
September 11, 1917: 
♦ N«w Orwbans, I^., Hepiember i2, JQiH. 

The executive committee of the Life Underwriters* Association of Louisiana 
in a special meeting held September 11, 1917, discussed the Government family 
allowance and compensation insurance bill tot the benefit of soldiers, sailors, 
and nurses. 

Said bill before the Congress of the United States is S. No. 2758 and Hw R. 
No. 5723. After a full discussion the following resolutions were unanimously 

adopted: 

"The ejcecutive committee of the l^ife Underwriters' Association qf I^ouisi^na 
heartily indorse the plan iu*oyided in articles 2 and 3 of the proposed W t<w 
compensation and indemnity to our soldiers and sailors. 

" We concur in the opinion of the speciul insurance committer appointed by 
the Secretary of the Treasury that article 4 is vicious in principle; and in view 
Qf the liberality of articles 2 and 3 it in absolutely unnecessary and should 
be eliminated. ^ 

" We believe that the amount of benefit to he distributed in each instance 
should be determined by the Governroerit and not by the individual SQldier, 
" We believe that the cost should be borne wholly by the Governn>ent 
"We therefore request Senators Ransdell and Broussard to use their best 
efforts to eliminate article 4 or to amend the same — 
" First So that insurance shall be uniform in amounts to all in the service. 
" Second, That there sluill be no premium charge by the Government, 
" Third. Insurance to be discontinued at the close of the war, 
" Be it further resolved that the president of the Life Underwriters* Associa- 
tion and the chairman of the executlv? committee transmit a copy of these 
resolutioais to Senators Ransdell and Broussard, also to members of the Finance 
Committee of the Unite<l States Senate. 

LiFK Undebwbitbbb' Association of Louisiana, 

J. W. Smithbbs, President, 

D. Ross Mbtzger, ChaM'm<in Executive Committee, 

The Chairman. This will conclude the hearing. The committee 
will now adjourn to meet in executive session to-morrow morning. 

(Thereupon, at 4.30 o'clock p, m., the subcommittee adjourned to 
meet in executive session at 11 o'clock a. m., Wednesday, S^tember 
19, 1917, in the room of the Committee on Finance of the Senate.) 
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